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Photograph Showing 


Queenston-Chippawa Power Development 


As it will appear if completed for ten units 
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o His Honour Henry Cockshutt. 
Lieutenant—Governor of the Province of Ontario. 
May it Please Your Honour: | ! ne eb 
‘ aye’ By an order of Your Konour in Council dated ‘the thirteenth day 
of April, ‘1922, and made in pursuance of hn Aot respecting Inquiries concerning 
Public Matters", Revised Statutes of Ontario, 1914, Ghapter 18, we were appointed 
as Commissioners to inquire into | and report upon: | 
wa, ALL ‘estimates submitted from time to time to the Hydro-Electric 
_» Pewer Commission of Ontario for the ‘meenston-Chippawa Power 
Development, and also all estimates for the said work submitted 


for the Queenston-Chy 


ftom Mime to time in the estimates 
‘ower Deve lopment. 


5. The total cost when completed of the Queenston-Chippawa Power 
Deve lopment go EEA ETE A alla 
(a} With five units installed. 
(b) With units installed to the full 
capacity of the Canal, 


eNO SNS eR eh ei ian inert ch 


4 The continuous output capacity of the (weenston-Chippawa Power 


Development, under the conditions mentioned in Clause 3, 


5. The methods of construction, supervision and management which 

have been employed in the ‘ueenston-Chippawa Power Development , 
and whether they can just ifiably be gontimmed for the economical 
completion of the work, 


6. (a) The quantity of water now available for use by maans of the 
Queenston-Chippawa Canal: 
(b>) The power that can be developed thereby in continuous output 
at the Queenston Power Station. 
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7, In what manner and to what extent will the price of Niagara 


Power be affected, if at all, 7 the cost of the Queenston- 
vi ata ebwadaies 


wer developmen ertaken by the Hydro~Blectrig =“ 
Power mana, son yy and generally. ail mattors of Sevenet tere aud 
 stmini stration oy the said Comm 


1 sugges sommiendations in Fejcousiging with 
oo.» OF Srising ont, of the subje ects | time pated S may be 
"desirable and to report the evidence and facts arye A out by 
_ the Anveatigation, slong with nee findings. 


“By a further Order-in-Councll, dated the twelfth day of 
September, 1923, the immediately vreee paray raph of Your Honour's former 


Order was amended to read: | 


"to report thé evidence and fa 


- ts aay out ihn the investi-— 
1 ion." ‘ 
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Tt was in the year 1906 that the legislature acceded to the 
demand, of a mumber of mnicipalities in western Ontario and passed an Act 
which, among other things, provided for the appointment of the Hydro-lectric 
Bower Commission of Ontario (hereinafter called "the Commission"). The | 
Provinee ‘then entered upon a qourse which was bound to have a definite 
effect upon its economic structure, | Daring the years that followed, the 
business administered by the Commission g 


adually increased, | #rom a 
parchaser and distributer of electric power the Comat ss ion has now become 
an..owner and builder of power plants of such size as to enable it to generate 


nearly all the power which Tt LY alse. operates on behalf of the 


frovinee the Central Ontario systems dt has taken over control or operation 
of radial and street railways, and has promoted a scheme for building and 
operating a great system of radial railways which would have involved, had 
it deen proceeded with, an expenditure of many millions, ‘The plants owned 
and operated by the Comission now generate more electric power than any 
other group of pablicly-owned electric powr plants in the workld, ‘The total 
capital involved in the undertakings referred to amounted at October 31st, 
1922, to about $170,000,000, of which approximately $160,000,000 has been 
advanced or guaranteed by the Frovince. 


In and before 1922 there had been much criticism in the Legis- 
lature and elsewhere of the expenditures made for the construction of the 
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Various developments of the Commission, especially of the Gueenston-dhippar 
undertaking, ami of the methods of operation and of the general conduct of 
the Commission’s business, Your late Government. appears to have bean | 
desirous of agcertaining not only whether what had been done had been properly 
done, but also se asuartain whe the r its Sonfidence could be extended to the 
Commission in regard vo future developments, the construction of which was 
already under sonsideration ani, for Which the frovince might at any time be 
requested to provide Se funds. As the Government had to go on the market 
to secure present and. future Aonne for the Commission, it was also important 
that the financial Anberenke should aave independent and authoritative in- 
formation in Teapeat of the organization for which the money was required, 
rt thereupon decided to nae of pendent investigation made of all facts 
a nage to Pagers matters set forth, in the commission issued to us, 


Upon yeesiving notification of our appointment as Commissioners 
in this behalf, we preceeded, as expeditiously and thoroughly as the nature 
end extent of the ingad ry warranted, to test igete and study the subject 


matters referred to Ate 


Briefly the investigation may be grouped under four headings; 
iugineering, Financial, legal and Gevisral, ‘the branches of our organization 
which were responsible to us therefor may be designated as the Engineering | 
Department, the Financial Department, the Legal Department and the General 
Department, These several branches reported directly to us from time to time; 
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and after hearing evidence, studying the reports of the -Sheagahesaanane 
pig dome hares making our decisions, we prepared our reports to Your egnanialy 
The reports, nchnk ead * us by the General | Sopaartemnt served to a iarge 


extent, as drafts of out reports, 


ks On beginning our inquiry we were impressed with the magnitude 
of the work before us, involving as it did an investigation of a capital 
investment of $170,000,000, and an anmunl expenditure of many millions of 
dellars and the investigation of all activities of the Commission in its 
relations with the Government and with the municipalities. This involved a 
review of the ability of the Commission in respect of Wsiness, engineering 
and senstross Sem, an i gla aag of the i ay af their distribution, 
ot heomdagl apportioment il %& sy. toms, together with the cost of power 
and the rates charged in various districts. | | 


Oar investigation was primarily directed to the most extensive 
undertaking of the Commission,- the Queenston-Chippawa Power Development, and 
into subject matters in relation thereto to which Your Honour's commission 
directed us particularly to inquire, At the time of our appointment as 
Comaissioners, however, the power plant at Queenston had been in operation 
bat a short time and the eonstruction inthe of the Development had not been 
tin up bi date and distributed oy the Comais ion. It was not until about 
; six months Later that the accounts and recoras of ‘the Commission were in such 
| shape that engineering and eoonenis ‘stadies could be definitely undertaken, 
| In he meantime, however, progress was being made in the investigation of 
other wadevikcbene of the pec peep 
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Your Honour having deemed the matter into which we were directed 
to inquire to be “counected with or affecting the good government of Ontario, 
or the conduct of any part of the public business thereof", we undertook the 
duties entrusted to us with the desire and determination of examining, studying 
and fully considering all matters of administration and expenditure by the 
Commission, It was necessary to adept such a course in order that we might 
be able to submit to Your Honour a report showing the spartant consequences 
resulting from conformity with, or transgression of, the letter and spirit of 
statutory or other enactments under whieh this great asiveg undertaking, 
initiated by an Aet of the legislature in 1906, has been 2 administered. | 


oo business and economis features there 
existed a vast body of criticism, suggestions for betterment, and so forth, 


coming from municipal bodies, from interested and sometimes hostile groups 

and from individuals more or less informed, In private business little weight 
would have been given to many of these criticisms, but in a public enterprise 
of such magnitude every suggestion and complaint had to be dealt with, and it 
was felt that due consideration should be given to such criticisms as were 


offered in order that the public might be informed as to the value of them, 


Generally speaking, the degree of confidence that is placed in 
any organization which is administering a large undertaking is measured to a 
considerable extent by the wffictency that the organization has, in the past, 
displayed in the conduct of the affairs entrusted to it. With this ‘principle » 


in mind, therefore, we have endeavoured by means of a complete examination of 
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all of the business affairs of the Commission to lay before Your Honour a 
eomplete audit of the legal, financial and engineering features, 80 that the 


Legislature, as representing the Province in general, and the mmmicipal 
gorporations and others who have entered into contracts with the Commission, 
may know to what extent they have boon justified in relying upon the methods 


“and actions of the Commission in the administration of thie great undertaking, 


We trust, that, having investigated all of the activities of the 
Commission, which negessitated, amongst other things, the careful inspection and 
eondensing of thousand of documents, and having examined its relations with the 
_Provinee on one hand and the mmicipalities on the other, our reports will 
Prove to be a useful sourge ‘of 


toPmi yion, not only to the Government bat to 
the municipalities oonserned and to individuals who are interested. In these 


reports will be found condensed the history of every large transaction of the 
Commission whether with the Government, the munioipalities, or individuals, 
especially those transactions which have called for investigation or oritician, 
They summarize in a form in which it has never been presented to the public, 

the business of the Commission to date. a i 


Tt is well mom that effective and magnificent results have been 
pabtained hy, the Commiaaion,....1t was forma to determine if what had been done 
had been done in a manner and at a gost which gould be justified; if mistakes 
had been made and useless and extravagant expenditure had been inourred and if 
_ there had been breaches of trust and departure from the laws » If certain acts 
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of whe Pemmead. eo have Lita open ded as ah fi then the elaine of these acts 
to pablic attention my send to prevent their repetition, may Lead to an | ine 
orease in the penesits anne ing to the public and add bag the credit pom to 


the Commission for its s general administration, : 


The matare and extent of the investigation undertaken by us was 
not.of the character of an investigation that might be made of any ordinary 
business enterprise conducted for private profit. the measure of success in a 
private enterprise may be ganged with a fair degree of accuracy by the profits 
or losses shown on annual balange sheets, An individual or corporation, 
engaged. in business conducted primarily for private gain, is not hedged in 


and restricted in his mininans activities to the sane extent as is a crastee 


camppaogiaaeiltitys the affairs ar ‘@ . re bus ines of the Comat ssion must be 
carried on in accordance with statutory or other ‘competent authority under 


whioh it is ‘aveated, ‘and operates ‘at for ‘the profit of any individual, 


corporat ion, or elass of the Gonmu nity, but ‘fer the general benefit of alle 
The basis prinotple of the Statutes governing the Commission is the supply 
of sleotrical power $0 mmtotpal corporations at a price representing the 


actual cel - thereot, 


Generally speaking, these elements entering into the cost of 


are the same for the Commission as for a private distributor of power, 


but, through the elimination of profit in the case of the operations of the 
Commission, the power consumers benefit by the amount of any dividends which 
might be paid to stockholders or of interest paid to bondholders in a private . 
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enterprise over and above the amount of interest now paid to the Government 
or others oy the Commission, fms, while there is no standard by which the 
offtoioney of the Commi sation gan be directly judged, we have endeavoured to 
detarnine whether or not the administration by the Commission of the business 
committed to its gharge has worst efficient, competent and economical, to 


ascertain vented or not eon 


sumers of electrical power and others dealing 
with the hound baton: are paying more then showia be paid, and if injustice has 
been done to the Province or to any individual or sorporation within the 
Provinces, Our inquiry, therefore, has been necessarily of a comprehensive 
and far-reaching character, 


In the sre bo! oh ee into the business and affairs 


of the Commission, we nave had ogeasion and opportunity for tracing each and 


Lo) sent of this great public enterprise and its steadily 


growing beneficial infiucnse en the (tN Ue aed progress of the 
Provinces We have viewed many of the works of the Commission, bine in different 
parts of the Province, heard evidence from supporters and opponents of the 
enterprise, have considered many 


complaints against and criticisms of 
administrative and other acts of the Commission, have examined all available 
records and documents that were pertinent to our inquiry and have thus been 
enabled to arrive at definite conclusions of fact. Having regard to the 
eomplexities.of the organization, its peculiar economic relations to the _ 
public and its magnitude, our gualysis of the financial, engineerigg and 


legal aspects of each of the activities of the Commission covers a wide field. 
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10 


Tn addition to investigating the finances of the Commission, 
we, with the consent of the Severeent, | hevesitanted in the Department of the 
Provincial Treasurer the accounts between the Goverment and the Commission to 
ascertain whether or not the Gevernment was receiving from the Commission the 
cost of the money Aivanced to ite A full report thereon entitled "Coat of 
Money Acyanaed, to ‘the Hydro-Mlectric Power Commiseion by the Frevinee of 


Ontario", wre in Ootober dast, presented by us to Your Honours 


- Oar reports have been submitted to Your Honour with the eonfident 
hope that’ full: details ‘of arey feature of ‘the Con 


igsion’s administration have 
been exhibited ind the ‘Serie and Lael dhadute placed in & pesition to judge 


in what respects, if any, the methods ang procedure of the Comission require 
egislative approval in order that the 


revision, amendneny or tale: 
well-founded poltey of publie ownership and operation of the water power 


resources of the reerteae may merit and recelve univergal approvel and support, 


Sail my" submit our General Report, which is 


necessarily 4n a large measure 4 resume of salient facts and features relating 


mal \ s and act ivities upon which we have previously reported 
in Wiens” he business methods and principles generally employed and applied 
in the administration of all or several of the undertakings of the Commission, 
and divergencies ‘therefrom in the oase of particular works, together ‘with other 
subject matters of public Amportange which have not been covered by our interim 
reports, are dealt with herein, 
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08 bd our inquiry has been aaahented in the 


preceding introauct ory statements, The undertakings: of the Comms ssion in 


operation a the present time . wntah awe ‘wean! investigated and reported on 


by us, are as follows s 


Ae 


Be 


Os 


oR 


Power generating plants owned by yp ih fog 
pontres of which is vented in the Cora: 


Power undertakings administered under the provisions of The 
Power Commission Act, boing those supplying electrical power 
or energy to: 


Thunder Bay po | Rideau System 


Eugenia oys Bommeshere River Storage System 
Maskees Syston, () Pp 'Y ottawa Syston 
Severn System Niagara System 
Wasdell's System o. Begex System 
St, Lawrence System Thorold System 
Power undertakings constructed and operated under the provisions 


. Of Zhe atarte: Wiagara Development Acts: 


The Queenston~Chippawa Power Development. 


companie Bo the 


ission: 


the Ontario Power eens of Saas Palls 
4 @he Poronto Power Company, Limited, and ita subsidiaries 


‘Undertaking owned directly by the Province and operated by the 
 Pemnlngions : 


Cent val Ontario pr Fionn 
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R. Hydre-Electric railways operated by the Commission under the 
goo) Provisions of The Hydro~Ekectrio Railway Act, 1914, and 
special legislation: 


dandwich, Windsor and Anherstbarg Rat lway and 
Windsor and Tecumseh Hlectri¢ Railway. 

“Guelph Radial Railway 

. Hy@ro-dlectric Uadial Railways — 


+ - the Toronto Power Company, Limited, and its subsidiaries, | 
while included in the hove list of undertakings, were 
not investigated by us, . It was acquired after our appoint- 
mont and where it has been necessary to refer to it in our 
_ reports, we have used only general figures supplied to us 
Rid Ur. ad *. Clakrgon, the auditor, 


de mae of the several undertakings of the 
jommission by our ere tba Legal ond Generel vrai as 


before iniloated. pd: 


(Under the direction and personal supervision of Mr, Yalter J, 
Francis, ba M.E.1.C., our Consulting Engineer, exhaustive investigations 
and studies wore made of the qweonston-Ghippawa Power Development and other 
ypover aywtinnn of the Commi ssion and reports desling with the engineering 
economics thereot were ‘gabmitted to ‘and considered by Us, and have been, 
“or will be, ‘tranmitted to Your Honour. "Eh Vas of Viens forme Appendix "A" 
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‘The books and accounts of the Commission being annually audited 
and reported upon by Mr. G. 1, Clarkson, Auditor of the accounts of the Com- 
mission, a member of the firm of Clarkson, Gordon & Dilworth, and an 
Acoountant of the highest standing and repute, it was deemed umecessary to 
duplicate his work. It was considered essential, however, to employ 
accountants to make special examinations of the books and records of the 
Commission, to furnish complete reports of the financial transactions of each 
undertaking, to express opinion trom am accountancy standpoint upon any trans- 


actions or methods that might appear open to criticism or unsound, and te 


ascertain from the books of account and records and to supply to our 
Engineering Department, ahs Gide and information required by it. 


Wessrs, Price, Waterhouse & Co. were appointed by us as our 


Accountants, A list of the roports and memoranda submitted to us by them, 


tment with a recognized head 


“We did not organize a definite Depa 


to deal with legal questions arising during the coures of our inquiry, nor 
employ Counsel to appear at our public hearings, except those in connection 
with estimates and appropriat ions for the Queenston-Chippawa Power Development, 


for which Honourable N, W, Rowell, K,0u, was engaged as Counsel and examined 
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the witnesses testifying with a view to establishing all material facts 


relating to that eabjowt nattor, favourable or otherwise to the Commission. 


Mr. F, W. “orm was manheyed oars the early days of the 
Snaniay as our Secretary, | pa part of the duties assigned to him was the 
making of preliminary invest igntions of a Legei nature, When another Secretary 
was appointed, lr, Wogenast' 8 duties became of a strictly Legal nature and 
| these he cont inmed to perfom waeii waxiy th the your 1923, Other members 


of the prefession wore from time to time eng= aed for the purpose of com~ 


piling asta of a legal character, and giving assistance in the preparation 
* reports, "Since Fepruary, 1923, ur, a he Keindrew, KeGe, has } Aaa as 


COPY 


retarial work in conneation with our inquiries and reports, 


our General Legal Adviser. 


the charge of atl. our estigial ha and the co-ordination of the work of the 
three aforementioned oxpert departments 80 simval there mhant be no overlapping 
or unnecessary oaynyy was adaigned to the denevel hevartnan’. which was under 
the direction via our Seorotary, My. Jd» H. We Bower, Civil Engineer, It waa 

the duty of the Goneral Department to study the reports of the Departments just 
mentioned and to prepare for mes from these peporta and from other information 
in our hands, ‘materia for. our reports, " ‘This material, as compiled, set forth 
in @ concise manner one ‘physical, econonio,. financial el legal aspects of the 
different subjects. 
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The reports heretofore submitted to Your Honour have been of two 
iikesues namely, those ‘dealing with the several distinct undertakines of the 
Gonmission and those bearing upon certain general matters bevexthented Dy Use 
The former of these have been designated as Reports upon Systems, using the 
term "Systems" ag nentvelant ‘to wake or undertakings serving systems or groups 
of mmicipalities, ant tn' these ae contained, with full details, a history of 
the undertaking, its engineering features, its financial aspects, and 


comment 
upon the inter-relationship of the Commission, the Province, Municipal Cor- 
porations and others. A ist (02) tase ystom Reports and of those dealing with 
certain general matters, all of which have been tran 


mitted te Your Honour, 
is here given: .. 


Thunder Bay Systen 
\ Central Ontario System 
| Sandwich, Windsor & Amherstburg Bailway 
and Windsor and Tecumseh Nlectric Railway 
‘Guelph Radial Railway 
- Eugenia System 
' St» Lawrence System 
/ Severn System 
- Ottawa System 
‘£he Ontario Power Company of Niagara Falls 
' Examination of auditor's Keporte 
’ Hydro-Electria Radial Railways 
~Wasdell's System 
‘Gost of Money Advanced to the Hydro-Nlectria 
__ Power Commission by the Province of Ontario 
~ Rideau System 
‘ Muskoka System 
| Niagara System 
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vat and General Kelations — 
, the Queenston-Chippawa Power Development 
Volumes I, 11, 111 and IV 
/ @horold and Eanek: Systeme and Bomnechere River 
Storage System 


’ Review of legislation ~ “" J, A. MeAndrew, K.C., 
and 3, Leighton Foster 


This, our General Keport, is intended to be a summing up and 
discussion of ha broad — outstanding ¢ ie ui which have been dealt 


) yedkch We shall refer as oecasion arises. 
The detailed | informat - conta ined a our System igen is not repeated, 
nor are the comment in our * report on general mas toe given in extenso. 
the ‘subjects dealt with herein are indicated in the Index at the bopinning 


of this reports 
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, soon OR + report entitled omistory « and General Relat ions" is a compre 
heusive record of the ino idents connected with the premat ion, arent ion and 
rapid growth of the Commission. Therein is traced the course of Legislative 
enactments increasing its powers, duties and responsibilities and in some 
respects altering the basic principles upon which its ereation was founded, 


the salient points dealt with in our former report are here but briefly summarized, 


( a N 


and possession of private individuals or corpora- 


Prior to 1903 yer resources of the Province were to a 


certain extent in the contr 
lead: but many of the water power privileges of the Province were undeveloped 

or kat partly developed and remained the property of the Crom, as represented 

by the Provinoes In 1900, @ movement was inaugurated for the utilization of 
these natural resources for the benefit of municipalities and meetings wore 

Eh TACIT AH Pa eTF ee ah aermbare.. . eens Are mere. Selly dealt with in cur 
ERATE 0S Phe sheer oe toe movements the leading spirits were Mr. E. W. B. 
Snider, member of the Legislature for North Vaterloo, and Mr. D. B. Detweiler, 

4A meeting of mmicipal representatives interested was held on February 17th, 
1903, one of those present being Mr, Adam Beck, then Mayor of the City of 

landony who ster begame the most agtive and forceful advocate of the policy 


of pablic control of power supply» A delegation waited upon Honourable Mr. Hoss 
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aud menbors of his Goverment’ aad urged the appointment of a Government 
Commission to undertake the duty of supplying electrical power or energy to 
municipalities, or in the alternative, that mnicipalities be authorized to 
eo-operate for this purpose, the Government declined to accept responsibility 
to the extent asked, but introduced a Bill, which was passed at the Session of 
1903, entitled “An Act to provide for the Construction of Municipal Power 
Works and the Trans 


selon, Distribution and Supply of Electrical and other 
Power and Rarer’ referred to in this report as the "At of 1908", This. 
Aot enabled mmicipalities to acquire and construct works for the direct 


supply of electrical power or energy without intervention or assistance by the 


Government: and subjects, as qe isition of plants, to those provisions of 


to a 
the Municipal Act, common! 


"Commee Clauses" (1903,0,19,9,.556, 


Under the ener of this act, Comaissioners were appointed by 
& group of western Ontario municipalities "to determine the feasibility and 
desirability of securing the establishment and operation of municipal power, 
heat and light works", In 1905,pending investigations by this Hunieipal Com- 
mission of which Mr. 8, W. By Snider was Chairman, and Mr. adam Beck a member, 
Pa change of Government took place, Honourable Kr, Whitney replacing Honourable 
ir, Ross as Prémier of the Province, Mr. Adam Beak became a member, without 
portfolio, of the new Goverment, which sienna after assuming power ‘appointed 


Commissioners, with Honourable Mr, Beck as Chairman, to inquire into and re- 
commend such action as they might deom necessary or advisable for the purpose 


of providing municipalities with electrical power at cost. 
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on The reports of poth the Mantoipal and Government Commissioners 
vere presented in 4906, within a few days of one Rage emo Posing: estimates of 


cost _ ee reports were Approximately the same. 


mendations of the Commissions were generally adopted 


and the Legislature on the 7th May, 1906, passed an Ast entitled “An Act to 
provide for the Transmission of Wlectrical Power to Municipalities", referred 
to in this report as the “Act of 1906", Under the provisions of this Act, the 
"Hydro-Electria Power Commission of Ontario" wag appointed and eonsisted of 
Honourable Adam Beck, Chairman, Honourable John §. Hendrie and Mr. Cecil 3B. 
G@nith, C.B, ‘The act of 1908 was revised in 1907, the short title of the 


revised Aat being "the bedidt 40 spy ayaot”. 

ove oo ., Sinee the passage of the Act of 1906, the powers and dat les of the 
ieeih ies have been greatly extended, not only by amendments thereto, but by 
other Statutes. Many of the amendments to The Power Commission Act were 
ogeasioned by the necessity for the approval of actions of the Commission for 
which there had been no ~ es ei when they were taken, 


eee -“ Polk se | its ‘appointnent, the Commission aakiveiy proceeded to 
oorry into Sftogt the provisions of the Act. ) Contracts were made with several 
municipalities, now part of the Niagara fenton for the purchase by them and 
sale to them by. the Commission, of ¥ iagara power, an sgreonent for the supplying 


of wah en ad. been pede between. ‘the, pound saion. end the ontarse Power Company 


Magara Falls, Distribution of this power began on the 11th Hovenber, 1910, 
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over the first transmission lines constructed by the Commission, Since 
that date the volume of bisiness transacted by the Commission has regularly 
and rapidly supa on Hot tnd hag Vea chy ep yh iy ang tome A inareasing 
onauarees for yowey whieh has boon cupplied by new cous traction and extension, of 
forner construction in vasions sections of the ‘Province, but the Comission 
has andertaicen alee the ‘eoqutaition and ‘operation of the “power generat tag 
plants of the Sutario Power Company of Tiagera Falls and The Toronto Power 
dempany, and of electric railway companies. Many privately-owned power 
generating and distributing plants have been acquired by purchase or by 
expropriation, the Commission not being ham 


pered by the provisions of the 
"Conmee Gianaen", which the Act of ak tah hiagemeate not to he Page se to 
municipalities entoring ihe. OF +n ith the ¢ Commision. A List of these 
properties so aoquired is given i our Feport, “‘sstory and Gene ral ‘Belations"; 
the number ts over ninety. 3 

‘She acquisition by the Province in 1916 and operation by the 
Commission since that date on behalf of the Province of the power development 


and distributing system in Central Ontario, involving the operation of an 
electrio railway in the Gity of Peterborot 


gh, 2 pulp mill ut Campbell ford, 
munigipal gas plants and other utilities in the Central Ontario District, added 
greatly to the duties and responsibilities of the Comlgaion, Great and 
important as are the works mentioned, they are in tots1 surpassed by the work 
not yet completed in connection with the Queenston-Chippawa Development, — 
authorised and carried on under the provisions of the Ontario Niagara 
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sont Act of 1917, a separate report upon which we have submitted to 


Your Honour, 


the vapta expansion of the activities of the Count sah.on is 
graphitally shown by the corresponding increase in obligation assumed by the 
Provinee to meet the cost of works constructed or operated by the Commission 
and we insert as page 22 a diagram included in a fermer report to Aliustrate 


this inerease. 


fhe powers CEP? he Commission have from time-to time 


ineréased, ag has been hereinbefore indicated. eakity exercise has been regulated 
in certain cases by amendments to The Power Commission act and in others by 
apecial Statutes. Phe constitution of ss Commission ide Ghanging personnel 
has remained the sane since the passage of the Ast of 1906. 1 It consists of 
three members appointed by the | PES: RL PE ere in Gouncll. Rvery person 
appointed to the Niveaichsiee holds office during pleasure, and the Lieutenant- 
Governor, upon death, resignat ion-or removal from office of any member of the 
Commission may iappatat some other person fo fill his place. Two of the mombers 
may be and one mast be a Member of the Executive Council. The Lieutenant- 
Governor in Qouncil appoints one of the members to be Chairman of the Commission. 
sae mmc is declared to be.a.body. corporate, and as. gach its sorporate 


powers and dntics mast be. exorcised by at. least @ quorun of two members. 
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There is no provision in he Power Commission Act or other soamatanlh 
authorising the delegation of any of the powers ‘of the Commission to its e 
officers or others. As a body corporate many of its ects and deeds mut be 
evidenced by a Gorpdrate seal, In the absonoe of any provision authorising the 
Comission to pass by-laws or other regulations governing the conduct of its 
business, it would appear that the affixing of the corporate seal shold be 
under the hands of ut least a quorum of the members. any sorporata powers of 
the Commission should be oxcersised by all its members or at a meeting for which 
notice has been aren to ell and at which at least two members are present. © 


rr i ; ‘er 
Ly, Oa attention bss been dram to the fact that. the validity of 47 


transfera of. and under *he Saad. titles ot Sxpeakes by officers of the Conmis- 


sion has been questioned, A 7 euthority under the Statutes or other~ 


wise for delegation of this power of the Commission to ‘a Asia io An smend~ 


ment to the act Appears (desirable $0 provide that any doament ‘requiring the 


seal of the Conmmaission Miwy on its authority be executed by designated, officers, 


Phe Commiselon, subject to the Pave of the Lientenant-Governor 
in Counoil, may ‘borrow money and issue be cada, debentures and othor securities 
therefor, It alao has power to issas securities in payment of the acquisition 
ef certain properties, These Securities have been signed, we understand, by 
the Chairman and the Searetary of the Gommission, as have also other formal 
doouments of the Comission. Many gorperste aats of the Commission have not been 
‘formally approved at iaetings of the Comulsalon. “the ‘vaitatty or the ideas 
of the ssouritien has not, we believe, been raised by purchasers or other 


‘holders of seourities of the Comission, They probably rély upon the Provincial 
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guarantee thereof, whigh has generally been given with the securities. 

Created by and cont ined in existence at the pleasare of the | Lieutenant— 
Governor in Counsih, under authority of the legisiature, te exercise and 
perform duties assigned to it from time to time by the Legislature; depend ing 
very largely upon Provincial odvences and guarantees te meet capital expendi- 
tares, it is difficult to understand the sontention that has been raised in 
sertain quarters that the status of the Commi sion is one merely of trustee 
tor manicipal corporations, which have entered into contracts with it, and that 
ite actions are to be regulated in aecordance with their expressed wishes or at 
its own will with consideration alone of the interests of municipalities, and 
this free from all Government control or interference. the practical result of 
such sontextiel iz carrid 1¢t0) dededy, would be a reversion to the principle 
of the Act of 1903 and abandonment of Goverment control, upon which The Power 
Commission Act was originally based, Statutory changes have to a certain 
extent loosened the control of the Government over the Comaission, but sueh 
changes have not altered the constitutional status of the Commission, and — 

its acts are those of an Agent of the Province, _ 


he relation the Commission bears ‘to the Province, to minioipal 
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corporations | with which it has entered into ‘contracts and to others, has heidi 


ie esa msn eer 


dealt with comprehensively in cur report entitled “iastory and General Relations" 
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Money Advanced to the lydro-Hleotric Power Commission ty the Province of 
Ontario" and "fam ination of suditor’ F 4 Report for Period 1916-1921 inclusive", 
We have not dealt in detail, nor do we deem it advisable or necessary now to do 
80, with the several transact ions between the Coumission and private individuals 
and corparations, involving amongst others ‘the adquiaition of some ninety 
undertakings counested with the generation and distribution of power, the 
general features of the relationship of the Commission to the Province and to 


contracting municipal corporations are here indicated. For fuller information 


on these subjects we refer Your Honour to the reports just mentioned, 


The iutent to ters of the act. of 1906 and of the 
legislature in passing that act gaunot be doubted in view of the course of 
events related in « preceding section of this report. 


se of public 
policy Which took place when the Act of 1906 replaced that of 1903 and the | 
casting primarily upen the Province the duty and Fesponsibllity of financing 
projects for the supply of electrical power or energy to euch municipalities as 
might desire the same, and the public uttermaces upon the debate upon the Bill 
in the House in 1906, clearly show that the ereation ef the Commission was 
intended to be a means of enabling the Province to utilize, to as full extent 
46 pessible, its water resources for the supply of elestrical pewer to the 
Public at gost and, at the same time, to assure to the Province as a whole the 
full benefit of ownership of great natural resources, | Initiated by representatives 
osing bat a portion of the Provinee, difficulties in the 


of municipalities, com 
way of minicipal owmership or control and of financing the oost of generating 
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plants and main tranmission lines, and the feeling that the undertaking was 

for the general good of the Provinge doubtless led to the adoption of the | 
policy of Provincial control through a Comalssion appointed by and representat ive 
of the Govermmont of the Province, The. Commission was intended, as stated in 
1996 by Honourable Mr, Whitney, to be in effect a Department of the Gove rome nt » 


"“‘Gnder The Power Commission Act of 1906, the Province provided all 
moneys to be expended by the Commission and the Commission was required to account 
to the Provinee for these moneys and also to pay over to the Province all sums 


received by it in the course of its business, 


re Amendments to the ot and the passage of other Statutes. extending 
the powers of the Gommianifa’ Ga) rp the, it of certain duties in respect 
of the disposition of moneys redeived by it from other than Provineial sources, 
have in a large measure altered the original relationship of the Commission to 


the frovince, but not to the extent of completely removing it ror Provingial 
sontrol or placing it otherwise than in the position it originally occupied of 

® representakive of the Province, created by the AJegislature, and charged as a 

body corporate with the duty of exercising ¢ only such powers & as the Jegislatare 
ORES, Romsey pn Abe. _ Frequent disregard of the spsitation of those powers and Be 
of duties imposed upon it, appears to have led to the agsumption by the Commission 
that it is a law unto itself, is not responsible to anyone for any of its 

actions and may conduct its business howsoever it pleases under the assurance 

that if any breach of trast be committed by it in regard to fands entmasted 

to it, or if any unauthorized course of astion be adopted by it, or if an 
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Auditor of its accounts or other person raises protest or Gbjection , the 
Legislature will ratify, approve and ex post facto authorize its unauthorised 


aOtas 


The Statutes do Yot provide the ma 


inery for direct control by the 
Government whereby unauthorized courses of action and unauthorized expenditures 
by the Commission may be prevented, Such a control was possible under the 
provisions for the appointment of a Comptroller enacted by the Legislature in 
A9i6, bat these provisions Were , in effeot, abrogated by subsequent amendments. 
Under the Law as it now is, expendi tures have been made at times without appro- 
pristions Saareter. and without the knowledge of the legislature or of the Govern- 
mont» Appropriations have also been requested by the Commission for certain 
purposes and the Gevernnoft ‘rhs aged Voarea that the expenditures would not 
exceed the amount required, although at the very time the appropriations were 
asiced for the Commission knew or should have ikmown that the expenditures had 
been or would be far in excess of the appropriations. ‘Yet while the Government 
has no direct control over the acts of the Commission, it has ® most effective 
indirect control for, as the Commission is appointed by, and removable bys 

the Goverment, it Gan, at any tine, in the esse of misconduct on the part of 
the Commission or any af ites members remove them from office. If knowing of 
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mire the status of the Stenidiesiol. 48 & creation of the Province, 
with, its members holding office at the pleasure of the Government and entrusted 
with the expenditure of large sums of public money and thus an Agent of the 
Province, hag not beon altered by Legislative amendments, sufficient changes 
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iiahs pom, made in the course of dealing between the Commission and the Govern- | 


mont to give some grou: 


afd, for. the Nec iusausy anne, in, sertaln quarters that the 
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‘The general position wh 
mission, and many of its supporters, is that the Tressur; 
be placed at the disposal of the Commission, and that the Government should 
time require, to be | 

of the Provines, which havéenterédl or way hereafter enter into contracts with 


ich appears to have been taken by the Com- \ 


of the Frovince should 


ands a3 it may from time to 
ministered ag to it may seem fit, for those municipalities 


the Comaission for e supply of power. If this view were seceyted by the 
Government and the Legislaturo, the credit of the Provinces would be placed 
largely in the Commission's hands, the attitude of the Commission doea not 

tead towards allaying the suspicions or removing the objections of those portions 
of the Frovince which so far have been unable or unwilling to share in any bene- 
fits of public Asiana and operation of a great public utility, for the 
tinansing of whigh they 5 as part of the Province, are responsible, nor is it such 
as to pomtt of harmontous relat ions betwewn the Goverment aad the Commission, 
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This subject ia fully dealt with in our report entitled "History 
and General Relations" and is Specifically referred to in our yarious system 

‘As has been indleated in these ‘reports, the belief has been en- 
gendered in the popular mind that the owmership of all works and properties 


vested in the Sommisaion and. constructed or acquired, by moans of Provincial 


avanteesa are held by the Commission solely as trustee for the 
respective muniotpal corporations whish have entered into contracts with it, 
and for those benefit the works and properties have been constructed or 
acquired, if this be the inte 
Statutory enactments, at : 


phe Legislature as expressed in its 


! biy. that some ¢learly expressed 
provision. woald, he tonnd. in those ‘eoaaiunls whieh would effectively relieve 
the Province from all further financial obligations and at the same time 
definitely fix responsibility for the repaymont of Provincial advances and 
the sssumption of Provincial: obligations y munleipalities in a definite 
manner wad at dozintte times. 


At a meeting of the Ontario Munigipal Blestrie Association held 
dn Hamilton om April 4th, 1928, the following resolution was adopted: 


"That this meeting. of representatives of the Hunioipalit ies of 

the Niagara System engaged in the. develo; mont, trangamission 

and distribution of electric energy as a Municipal uniertaking 

desire to place ourselves on record as believing the time has 
tome to take. such steps as will relieve the Provingial Government 

from all financial responsibility and place the edminiatration and 
| @ontrol of the Hydro-#i ectric System in the hands of the Munici~ | 
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‘ho resolution 1s a direct reversion to the policy of the Act 
ef 1903, and a rejestion of the principles enunciated by the promoters of the 
Adt of 1906 and expressed in that Act, It was made clear to as, however, by 
vepreeentatives of manicipelities throughout the Province, who appeared before 
us, that the opinion expresaed in the resolution above quoted ts not the 
general opinion held by Hydro Municipalities aca as Ontario, 


he statonent | that the munteiyalitics | are | the owners of the under~ 
taking, presumably every pert and parcel of works boy properties vested in the 
Commission, is nieleading and inageurate. | Under Section 22 of The Power Com~ 
mission dat | 


"the expenditure of ‘the Gentgaigs any works undertaken 
under the provisions o| “th ate for of the benefit of any 
municipality or mmicipalitles which here entered inte con- 
tracts with the Commission shall be repayable to the Com 
mission by such mainicipality or mmicipslities," 


Under Section hes of the aot only, + iin any provision made for 
repaynont wo municipalities to the Comission of the Aatter"s $ expenditures upon 
works undertaken tor their benefit end then only by amauet payments Constituting 
a part of the "eoat of power" i the year as apportioned and adjusted by the 


Commission. _ There ia no direat responsibility Gast by the Eyrex Commi satan Aot 
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advances te the Commission for other yarposes. “the Commi ssion : ag | Agent of the 


Province has received advanden and guarantees total Ling ever §150,000,000, and 
has expended this amount upon ‘works : and undertakings, (fhis amount does not 
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include expenditures on the Centrn 


Ontario System or certain bond issues not — 
guarenteed by the Provinge. } | Surely these werttn aud undertakings mst be deoned 
to be held by . Gommnt. ne sqm as ape of the arevings on the Provines to be | 
the beneficial owner ‘thereof. The declarst ion an agreements bhboesene the 
Commission and manictpal sorvorat tons, that the works constructed or acquired: 

by hry Comission to enable it to supply the power it undertakes to furnish to 
the mani ipa corporations are held by the Comm esiton ag trustee for then, 

means mo mare than hpi the omorship of these works will pass from ret Provinee 
$0. them upon pormens to the Commission of sach anna] amount 3, Laveuted in 
Provinotal securities, aS will at the expiration of & , definite period form a \ 
fand safficient to repay Provinotal advances. : 


‘Up to the present time she total of these payments from the muni- 


Gipalities is sufficient to repay not more than two per cent. of the advances 
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of the Provinoe, and to a axtens only are muntotpal wend hone noni in any | 
oenne beneficial “omers 0 of the works ‘ond Properties vested ra the Comm sion at \ 
this time, , tixtenstons md inprovenents are contimously nay mate to Sheas 
works and propert ies, fabher advances thie obtained from the Provisee Sey the 


\ 
17 


purpose. Consequently, the proportionate interest of the mmicipalities in omer- 
ship is not materially 


increasing. Thus it will be seen that it will certainly 
be a very long period before complete ownership passes to them and in fact so 
long as expenditures are made it will never pass whelly to theme hs imprac- 
‘ticability of the mnicipalities taking “such steps as will relieve the 
Provincial Government from all fimancisl responsibility and place the administra- 


tion and control of the Hydro-Hlectric System in the hands of the municipalities 
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who are owners and are financially responsible for the undertaking" im 


the relation of the Commission to municipalities under the 
Power Genmah uation _— varied in sone Pespects by the Provisions of other 
Statutes pero are hereinafter noted, involved the repy, to thom upon the ir 
initiative wy the Com sston of eleotrionl Power or energy “st cost". The - 
elononts entering into "oost” are coverainnd by the 6.0t and. the apport ioument 
and adjustment of thia cost As nade by the Commission. one of the eloments 
of cost is the 


ana] , pep of & swe sufficient to form in a fixed period 
a ating: ‘fund equal to ihwred mnt or bel ‘eavaneny of the Province to meet 


the cost biel works, and th 18-Go$ ees ‘depends ent irely upon the judgment 
and economy exercised vy the ota: ; r in ee of acne teats om and 
construction. 

Under a aveme uent ; heading the estect of prol ininary estimates of 


gost or Lace of such estimates upon ne relat Lonship between the Comaiasion 


and mani of Sra and oases i wnteh dissatisfaction has been expressed, 


are dealt with. 
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The epee il our Aavomttentn, Messrs. Fries, Waterhouse & Co., 


ent itled ‘eport upon General Agoount ing system" and “Detailed Memoranda re 


General Accounting System", which are transmitted to Your Honour herewith, 


exhibit: the resilts: ef a dotaitea Study of the adcounting methods of the 


Cenckine ion. their views are summarized in a atatement, which we here quote: 


"We fedl that we ym male a sufficiently ‘hirouss survey of 


the methods of Ac 
system is adequate, and ef 
- manner in which the ddtiet 
sub-departments, and 2 


gene yt te shroud that in our opinion the 

) nh in respect to the 

apf toned to the varlous 
recoris kept. There are 


one ox two points, man “pon which we desire to comment, 


2 ov 


are the paymaster and his assistant, who are covered in Y 
the amount of 95,000 each. Mamerous employees attached 
to the Field Offices are bonded in individual amounts 
varying from 100,00 to $150,000.00. We think it would 
in aco rudeont business practice to have 
bonds taken out to oover other employees and officers 


having to do more or less direstly with the receiving 


soe prir-iptoniny pd of funda. 


We think that | & pock showkd, ba tn an and distripates 
among the employees of the sscoanting and Engineering 
departments deacribing in detail the purpose of each 
account appearing in the card of accounts, and stating 
specifically the partiqular items or classes of items 
which should be charged or oredited thereto. We are 
informed that the issuance of such a book has beon con- 


sidered but has been left in abeyance." 
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lcm gonclusion we wish to state that we have not made any 
 @pecifie investigution of the details of tha accounting 
ihr Zo L Lewes, in the cases of ake o 


Casavie ‘Power ( Oo pAIY of tineken Falls 
Ontario Transmission Company, Limited 
Central Ontario Syatem, or 
. Eheotric Hailways, | 


gwen our general investigation of the account : 
companies and systems has acquainted us with the bases ox 
which the records are kept and heaving regard thereto and to 
the results of our enguiry into the detailed records being 
maintained at. Toronte and st Niagara in connection with the 
Gueenston~Chippawa Fower Development, we are of the opinion 

- that any further investigation of the accounting systems is 
unnecessary." 


_ fhe system of keeping accounts relating to the construction work 
and a further report by out Aol o ‘and for detailed information thereon 


reference may be made to their report entitled “Report upon Accounting Systems 


, Development was the subject of additional studies 


and Methods Ruployed at Niagara, in connection with Queenston-Chippawa Power 


Development”, 


ad opted by the Commission in 


keeping ites abouents are adequate and. proper and draw attention to the re- 
commendation of our Accountants, in which we gonear, in respect of the bonding 
of employees having the custody and expenditure of yates moneys and the 


issuance to then of | a | book containing detailed atandard hestrectiens. 


fhe expenditure for legal expenses was s subject matter of in- 


quiry, in regard to which certain information requested by us from the Commission 
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has beon withheld, A Legal Department of the Commission has, we understand, 
been recently established and better control and adjustment of legul expenses 
is now probably assured than under the loose system formerly prevail ing, under 
which largo amounts were paid. for legal services to certain practitioners. 
Daring the verted from Ogkohar Sist, 1915, to Ostober Slat, 1922, legal fees 
yt amounted to spproximately $161,000.” ‘This amount includes payments 

made to ‘ane’. dndividuade of, over $50,000 each, and a payment to one firm 


of < over siosoineicted ‘With the went of another payment of yf 


,000, the re- 
maining enount s are relatively smal, Subsequent to October Slat, 1922, we 
are informed, large amounts were paid to soliciters in connection with the 


purchase of those properties.of the Zoronto Power Company, Limited, which 
(tpder tye terms of the so-called “Clean-Up 


were aemired wy the Ocomt ste 


gis a sumnary of sash advances, bonds and deben- 
tures, ymin or assumed, panic loans, eta., as at October Sist, 1922, in 
respect of hoe, Commi sein’ s various undertakings. The amount of 169,477 ,965.68 
shown below may ‘be yepnanel as the permanent capital employed as at the above 


date, in all he stat of the Commission: 
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Systems including 
a Aower Development 


a Ae WE 


1s 


haste habe Mies 


APES ISPs vB 


Niagara and other Power 


Cash advanced by Provinge: 
Yor Niagara and other Systeng vs ee ewes . o> GA4 577 254, 65 
HOWEVER WRU OAD Nese eb uee 61,278 548.52 
Po a Mia Sle 
minder Bay System eT ere eS ae $60,915.75 


‘Bonds and Debentures iseued or 
assumed by the Commission: 


| Maranteed by the Provinee .. eT 35,219 2831.95 
ince ONCE Sed 8,509 ,684.72 
Bani Loans Guaranteed by the Province .....5 4 | 


Central Ontario System Bonds Iveued — 
by the Province in Gonnection with 


é a —s Waa, 


“150,946 112.59 


yetem VOsWeeetavics ees ¥ 8,550 ,000,00 | 
The Braton fownship Pulpwood ere 225,000.00 


12,107 ,858.78 


Bonds and Debentures issued by the 
Commigsion: 


Guaranteed by the frovince ee ee 5,514,000,00 
Not Guaranteed. by the Province TTT eer ry . 150,000.00 


Balance owing by the City of Guelph 
on aécount of Purchase Pricg | | ” 
Of Guelph Radial sousa’ tues MULLET Lee Pee 144,994.31 


‘ Guaranteed by the Provinee . eee eee 500,000.00 


900 


60425499452 


Pig 6 t a 1 * ape , ee ee) $169.,477,965.68 
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The Ammual Reports of the Auditor of the Accounts of the Com 
mission do not include a consolidated balance sheet of all its undertakings, 
For the purpose of exhibiting the magnitude of the business of the Comission 
and to permit comparison of the results with those obtained in large private 
business enterprises, we deemed it expedient to have prepared a consolidated 
balance sheet of all the power undertskings constracted or acquired and 
operated by the Commission under the provisions of The Power Commission Act 
and The Ontario Niagara Development Acts, Such a balance sheet as of 


e p Y prepared by our Accountants in 
[ Ps ingerted herein as page 38, 


fhe assets and liabilities of the Gentral Ontario System.and 


Cetober Slst, 1922, has, acgordj 


pursuance of our instructidse | 


of Hydro-Hlectric Railways administered by the Commission are not included 
therein bat are exhibited on separate balance sheets. 


ged on capital assets of the undertakings, in- 
Gluding generating plants, trunsmigsion lines, transforming stations and 
other plant and equipment, is the actual cost thereof and upon this capitel 
cost depends in a large measure the revenue of the Commission, consisting 
as it does of fixed chargea on eupital cost as one of the component elements 
of the cost of power collected from municipalities. @he capital cost is 
easlly determined as the assets were acquired entirely hy the issue or 


assumption of bonds and debentures to the amount of 45,529 416.67, of which 
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Generating plants, transformer and distribut~ 


ing stations, trahsmission lines, distribu- ; | 
tion systems, etc. yl57, 687,037. 03 


Service Bulldings(Toronto Hamilton and 
Sobourg) 496,444. 96 
Office Buildings (Toerento) 660,357.16 
Tools, Office Equipment, ste. ____ He, 094, TL. F139,056, 933 .66 
Water Rights and privileges, franchises, son- 
tracts and goodwill 2,885,555. 28 


$148,942, 299, 14 


aNCT : & of Walkerton quarry - 
Secured by Mort eage 269,000, 00 
INK ma BUND Ba iT2ED with hd Sawetwun Srangarer, | 


1,484, 663. 19 


Geuatrostion and pong ner ne materials and supplies 1,471,216. 39 
Power, construction, supply sales and sundry 
accounts receivable 2,991,819, 90 
Amount owing by Toronto and York Radial Railway 3 eat 
on current account 227,973. 60 
Claims Receivable: : | a ee 
Against d. J. Albright~ secured $295,633. 20 
Against Dominion Government in | 
respect of income taxes paid 
for the thirteen months ending 
December 31, 1921, which should 
be recoverable tbe S54> 46 367,96 7% 66 
Amount due from the Province of Ontario ~ | 
(since paid) 661,853.49 
Debentures of the Comaission dus 1957 
purehased in 19186, par value $115,000 wus 
(since sold } . ' 79 ,844,50 . 
pa - begin and on hand nn OR B22, 1S 8,812,997. 67 
VAT £0 AN IVESTSD in Hydro Radial Railways 


omer ek 
forento to Pert Credit Railway being the amount 
expended woon the purchase of richt-of-way, sur 
veying, engineering, administrative expenses and ; 
interest | 760,035, 74 - 


K ABLE out of foture revemes from the City of Port 
Arun and other power consumers on the Thunder Say System 
being that portion of interest on the Nipigon Development ; 
which was deferred at October 31, 1922. — 318,320. 65 

FERRE) SHARGES to future operations being unamortized bord 
discount, American exchange premiums, prepaid interest, 
insurance, etc, 


$162,152,470.54 


58 


Gogh ve en for Ringers and other 


systans | $44,877,234, 68 
Cash advances for Queanatoiichippawa Power ies | whe 
Development 61,278 ,545.52 


Pertion of interest on investment in Thunder 
Bay (Nipigon ) Sys tem —- the payment of whish : : 
ds deferred — z 560,915.75 106,216,695, 92 
Unexpended portion of. the! sum approptiated : 
by the Legislature to cover expenditures by | 
the Commission for the account of the Pro- ck ¥ 
ane 58,230.11 
STANDING SPOCK of om foronto Power Company Nie 


ba 1,150, 00 
TDS ANT TPURES ete or diaheciine: by the 
Guuetames in comection with the purchase 
of the Ontario Power Company, the Toronto 
Power Company and other power properties : 
Guaranteed by the Province | 85,219,631. 95 | 
Not Ls agquephsnpcniy y the goutdeonbll ; mvnntn 09 645 72 43,529,416, 67 
with the construction of the thira ripe 
line ef the Ontario P Oompany , (sec 
by hypothecation of $1,400, 000 Lat Mortgage 
po nonhe: of the Ontario Power Company ond) | 
arenteed by the Province) 3 _.. 2,200,000, 00 
y poy ng ; weatele ont accrued charges 1,071, 754.31 
Accrued interest payable — nee 507,062.14 
Insurance Claims ami.Awards = = 5° 638,547. 86 
Central Ontario System < cash aaa: on event - 
for that system 263,400, 20 
Hydro=-Radial Radlwaye— “wa held on Deposit 
for'them 69,310.64. 2,650,075.15 
For renewal of viet and satntciaiiid 4,865,359, 87 
For sinking fund for the repayment of cash 
advanses by the Province and for the retire- 
ment of Bonds and Debentures bag a or assumed by 
the Commission . rt od 09 | 
_. RB4,809.16 
In reaper oP antes entered into for oe 
works under construction ge, 207, 69 $162,152,470. 34 
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Forty-year 4% debentures of the Commission, 
maturing Fo yey ky, 1957, issued to cover the 
hase of the ¢ ee stoak of The Ontario 
} Ri Lis reece ere ee $8,000, 300.00 


ident eels é debentures of the Commission, 
maturing July 1, 1941, issued for the purpose 
ee retiring an issue of The Ontario Power 
. lates which matured in 192), Meo oP eee Pee Oe ESTE Te EO SEH EF 3,290 ,990,99 


fonds of the. Commission, 


a ‘price of the gapital stock of 

the Soronto Power Company, Limited, and 

certain electrical power equipment of the 

Ranonte end York Radial ‘ieee ‘Tree CTech eee ee eee ee 619 ,900,00 


Forty-year 4h debentures oy 
‘waturing June 1, 1958, fg: ah congecti si 
with the purchase of the Hasex Sie’. eee errr Tye es 200,000,900 


Ten-year §% debentures of the Commission, 
maturing June 1, 1928, issued in connection sii 
with the purchase of the Kegex System ssecsssneerevsvvene 26,000,900 


Forty-year 4 debentures of the Commission, 
maturing December 1, 1956, issued to cover the 
purchase price of the Thorold System oesvesssesersserees 100 ,000,00 


First Mortgage 5% Gold Bonds of the Ontario 
Power Company, due february 1, 1943, issued 
and outstanding (91,400,000 pledged with 
Bank of Montreal as rte for loan of 
$1,200,000 to the Hydro-Hlectric Power Commission) +++ %9,092,000.00 


First Mortgage 5 Gold Bonds of The Ontario 
franamission Company, Limited, due Mayl, 1945 cssssseee 1,599,000.00 


Guaranteed 41/26 debenture stock of The Toronto 
) ompany due Mayl, 1941, guaranteed by 
the Hydro-Rleotric Power Commission and the 
Province of Outario cavecbad 000-0 d0s 60080544 00 1080044 eo eee beh ee 


Total shown in Foregoing Balance Sheet ... 935,219,951.95 


hhh sort gush qstolaadamod odd to weuety 
yen wevtbedael Boyes pore 
86,000,006, PTET EDM AOR ea RA ewe Tew Pere erage th ie My 


Gash sunceses Caaears igieeiemo? alt ho aewinedod 

eS Noe anogumy edt cot beoael ,£e0L ,f y 
alia hinr een oak sowek oliei” off hemmed a 
; ; O0.000, O68,,8 WeCeECLOeeereee ee ee a ERRE sth: Me 


ME eth Hy ‘ 
eae eet 


‘Hi Fe herent an wpibes a 
RO .000, 6.8 SHEARS ET SOT HT ERR, ies ‘ete at . Sonnet 


‘ te Nee’ Sigh an else SERN tS aie : 
00.006, a8 i kh os ee gabe a ane Gs aaek 0 A : 


token teed acid ‘So. merusrt, sital 
wit 20¥08 as hones. ae 


vil 00.000, 00L 


09,000,300,8 5 sas 
wr sh) G0 .000, ROG, £ ee Ones = gait Pres nesinh pene eee ce 
gir anotiony hack lh | agence to stooge wtatwedeb Argun sectaonant) | 

% ii) : yw Soavsnang , DOL ulyall onb. 


he sat bee sofmesomod yawod o 
bin EMD ARL-oskssha aurgapangit tea treet obs 
ats 


“ sf n sae 
lt ap ee 


oe nisi + ely e18, 886 sie Somat sos Lat aatogona’ at soradip tata te 


Ay Mee 


<p RPC de 


Hypro-Etectric Inquiry COMMISSION 


Copy FOR ENCLOSURE TO 


EBENTURES ISSUED OR ASSUMED BY @HE COMMISSION 
OR BY OLEATE snagged = on a 


Debentures agsumed by the Commission 
in connection with certain proper 
ties now included in the Muskoka 


igs ag etaer dv sniehabiny2eiedb sucha deialhed lela ita Seadediede dag Solh e aagol vcdedbed @ 4, , 884.72 


vs aly eng of the Zoronto 


ssincdaetaced ‘iuneok mr mt Goxpany of on 
_ weronye ge in yr seneseeeseneeresnenees seers seal 103 ,200.00 


First Mortgage, 5% Gold Bonds of 
the Electrical Develoyment Cotte 


pany of Ontario, Limited, Uf e Y | 
4 ‘ ke » ee oe ‘ 4 ‘xed “i < fj a L611. a 3 


May Ly 1941 seen eees ew 
Potal Shown in Foregoing Balance Shoot .....+++.++.$8,509 584.72 
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the sum of $35,219 ,831,95 was guaranteed by the Province; by the employment 
“of the proceeds of a demand loan of $1,200,000 from the Bank of Montreal, 
als® guaranteed by the Province; and by advances from the Province which 
have aggregated $106,216,695.92, Apart from a complete valuation of the — 
fixed assets, their real value cammot be determined by the test applicable 
to a business operates for Pees of presi’ to Ge owners, namely, the 

| extent of that pretes mt only by considering the proportion that fixed 
charges in respect af capital sie bear te the total ost of powers It is 
ihe evident b wed _puaeunn ve or extravagant expenditures in the dématrankdon 
or noquisition of | works and writes: materially iuereases the price of 


power when such price is on a cost basis, 


the total my OO) *. 0 Yrotst of ainicing fans aeaonnte on 


| Ostober ast, RR Was $2,677 947,09. oF this MERAY 9 on that date, there 
had soon eee’ te ae treasurer of the Province or invested in Provincial 
securities which were delivered to the Breasurer, the sum of $1,484, 663.19, 

| The Aigterence of #1, 193 285490 was made up of snah woul Provincial securities 
in the hands of the Ce 


a portion of this #1,193,283,90 represented amounts oredited 
to sinking fund agcounts in respect of ponds isaued or assumed by the Com- 
pose fa ta the greater part of which have been guaranteed by the Province. The 
Commission claims that it has the right to retain this portion of sinking 
- fands and that it is not required to invest such fagds in Provincial seouri~ 


ties or deliver the seaurities to the Treasurer of the Province, In view of 
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the express provisions of The Power Commission Act that o11 payments on 


sinking fund account from municipal corporations and others must be so 


invested ami the securities so delivered, the contention of the Commission 
is incomprehensible, excepting in those cases where it is otherwise provided 


in the ) agreonents with the bondholders. 


the Auditor of the accounts of the Commission has informed us 
that he considers the values placed on current. and working assets to be 
fair and sound, and that the accounts receivable may be considered as all 
collectible, although some of relatively swall amount are disputed. 


"fhe demand loan from the Bank of Montreel involves the payment \~ 


of interest at a nigher sh Oh ws ca in respect of Provineiel berrow- 
ings at present, and it wend seem that it might well be thereto by the 
issue of ‘debentures: of ‘the ‘Commission or otherwise, and a saving in payment 
of interest thus effected. The financing of permanent works by means of 
bank loans is not consistent with good business practice. 


The reserve for contingencies consists largely of amounts set 
aside in respect of the properties of The Ontario Power Gompany and the 
Zoronte Powr company, = is commented upon in a vara section of 


this reports 
On page 44 willbe found a statement of the reserves at October 
Sist, 1922, according to undertakings; the totals of which are shown in the 


fcregoing Balance She ets 
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On page 45 is a balance sheet of Hydrc 


ways operated by the Commission, 


Included in the balance sheet of Hydro-Eleotric Badial Rail- 
ways under the caption of "Bonds and svotevshbinors iasued by the Comaission 
and guaranteed by the Province" is an amount of $2,039,000, forty-year, 12%, 
debentures, given in, satiafaction of the purchase price of the capital stock 
and ipeepestion: of the Sandwich, Windsor & Amherstburg Railway and its sub- 
siatary, the Windsor & Tecumseh Wlectric Railway. Of this total, debentures 
to the amount of $1,250,000: were delivered to the vendors at the time the 
propertios were transferred to the Commission, | fhe remaining debentures 
amount ing te #789 ,000 wore (acphei de mly the National Trust Company of 
foronto as ansarity for the payment of a like anoant of first mortgage bonds 
‘gutatanding against the properties at the date of transfer, 


Since that time, the vendors (Detroit United Railways } have 
retired #110,000 of these first mortgage bonds and & like amount of debene 
tures of the Commission has been delivered to them by the National Trust 


mpany , 80 at October Sist, 1922, there had been delivered to the vendors 
of the property 91,360,000 of cobentarens of the Commission, and the remaining 
$579,000 contimed to be held by the National Trust Company and Will be 
delivered to ‘the vendors as and whew they retire the remainder of the $679,000 
outstanding first mortgage bonds now foxming a lien upon the properties 
acquired by the Commission, 
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365,915. 85 


foronte Power Sangam Limited 


42,455.52 
AS2, 743- 72 
64, 765+ 1 


lis 38,864; 12 
sagenia 137,200 69 
Ottawa 434, 59 


Yuskoke 15,2157 17 


Service Busan | 111,984: 52 


= COBY” 
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a 
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468,858; 52 
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te 


22,11% 46 
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20,201.54 
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&7, S77. 16 


ix 


$ 2, 677,947.09 
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Rall 


189,924: 64 
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628, 191.14 
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ty 601: 65 
£9,220: 068 
6,255. a7 


6,068, 15 
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5,576: 57 


aw 
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Road and Equiyment Rights, Franchises and 
goodwill of = | ’ 
The Sandwich, Windsor and Amherstburg Railway $2,876,422. 74 
The Guelph Radial Railway | 395,377. 65 
The Toronto and York Radial Railways ——24510.160+ 57 $5, 781,960.96 


Expended upon the purchase of Right-of-Yay 
Construction materials less resales, 
Surveying, Engineering, Administrative 
Expenses and interest for the construction 


of - . 
Te Toronto~Port Credit Radial Railway § 780,025. 74 
The Port Credite-St. Catharines Radial , 
Railway 481.192%37 1,261,228.11 
ESTUANTS: 


City of Windsor 44% Debentures due April 1, 


1960, (since so 1d } | 190,000. 00 
Gash in banks and on hand G 228,950.03 
Hydro-~Electric Power Commission ~ Cash held : 
on deposit for Hydro~Radial Railways 69,510. 64 
Accounts Receivable 35,099, 63 
Due by the City of Guelph on account of the 
operating deficit of the Guelph Radial | 
Railway 546,423, 08 
3D CHARGES to future operations being 
valuation and other expenses, prepaid in- 
surance, otc. 61,074. 75 
$7,903,802. 32 


‘ 
5 . ——— 


PONDS AN ENTURES ? daria by the dine natin 
rr Gawaoatl cx with the purchase and rehabili- | 
tation of the ‘Sandwich, Windsor and Amherstburg 
Railway, the Guelph Radiel noc and the 
Torente and York Radial Railw 


Guaranteed by the Provinse pegs Raph 00 


_ Mot guareantesd ty the Province 


AMOUNT iii to the City of Guélph ‘in connect- 
ion with the purchase of the Guelph Radial 


Railway, payable in half-yearly installments = = =  ~* 
per purchase agreement — ms --$ 150,000, 00 
Leas ~ ~ Two instaliments paid ae Corn ees R008, 69 


Me the adiant i by the Banik of 
Montred'l 


i Cash om by ti pop corey te anes ex= 
pendi tures in Guiiils tte: with: the Toronto~ 
Part Credit: ‘Radial Railway ) ' 


pererg et 3 151,027: 48 
Acorued Interest Payable 89,541, 80 


Amount owing to the Torante Power Company. 


#5 5464,000, 00 


144,994. 31 


815,000. 00 


780,035. 74 


ou Surrent account =~ “ B87,978.60 


Provision for Claims — ifort Injuries. and | 


damages 17,446. 25 


Provision for unredeemed tickets 


RESERVE available for the payment to the City of 
Sorente of an amount(not yet determined) o 
in respect of the operation of the Section of the 
Metropolitan Division in the City Limits and for 
the renewal of plant and equipment 

RESERVE created by installments paid on the purchase 
price of the Guelph Radial Railway out of revenues 
of the road —_ er eegecimad lene ot _" 
Guelph 


EE received on the wale of the Goma seton's Debi thle 


Contings ws, [ABILITY in respect of con tracts an 
entered into for con struction materials $85,583, 73 
Sleseanereremeenen 


492,817.13 


* 


120,345, 26 


5,005; 69 
75,166. 67 
8,437.52 


. $7, 903,802.32 
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Outatanding Bonds pa Debentures Lasued by the Comission 
and guaranteed by the Province, > 


Forty~year, 4% Bonds of the Commission due April let, 1960, 

issued to cover the purchase price of the capital stock 

and sssets of the Sandwich, Windsor & Amherstburg Railway 

(otal issue $2,100,000) eee ee eee eee eee ee eT er ee $2,059,000, 00 


 Forty-year, 6 | tures of the Commission due July lat, 
1961, poms in sommeation with rehabilitation of the ' 
Sandwich, Windsor & Amheretbury Railway sescsevseecews eee ee | 909,000,000 


ane of ‘the Gapital eaux of the Gerasae and York Radial 
Railway Company and the Schomberg and Aurora Railway Company . 


$5,514,000, 00 


-Ren~year, 6% Bonds of the Commission due May lst, 1951, 
(mot guaranteed by the Province) iscued in connection 
with the rehabilitation of the Guelph Hadial Hallway o.essve 


Advances to the Commission by the Bank of Montreal: 


For rehabilitation of the Sandwich, VYindsor & Amherstburg 

Railway (secured by hypotheoation of $61,000 Hydro Radial 

Debentures issued by the Commission and 490,000 Debentures 

of the City of Windsor } CHPHT FRO TH THRE KORE REO COR eRe OER EOP O OS 3 200, 906200 


Yor rehabilitation of the Guelph Radiel Hailway {as security 
for this loan the Bank of Montreal holds $150,000 Hydro 
Radial Debentures of the Commission, which have been signed 
by the Chairman but mot by the Secretary nor has the Gommis- 
‘ sion's geal been affixed thereto } ROT RFS HH TRH REE RE Hee eee 115,900.90 


For expenditures made in comection with the Port Credit and 

St. Catharines Kailway (secured by hypotheoation of 

$1,200,000 Hydro Radial Debentures, being part of the issue 

of $11,560,563 guaranteed by the Province of Ontario) ....+. _ 500,000.00 


# 815,000,00 
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For information goncerning debentures deposited with the 
Commission by the manicipalities and bends issued by the Commission in 
respect of the proposed Toronto-t. Catharines Kadial Nailway, we refer 
you to our report on "Hydro-—Zlectric Radial Kallways", dated September 
7th, 1923, 


We include herein as page 48 a balance sheet as at October 
Slst, 1922, of the Central Ontario System which is owned by the Province 
and operated by the Commission, For details concerning the properties com 
prising this undertaking and the operating results thereof, we refer you 
to our report on "Central Ontario System", dated March @nd, 1925. At the 
time the foregoing ssaels (we Cy i shia ol only tentative results were avail- 
able for 1922 operations and on the basis of these tentative results the 
total operating deficit to October 3ist, 1922, was stated at about $207,000, 
Since that time the Commission decreased its renewal rates and made sundry 
other adjustments reducing the deficit of $207,900 to 9155,119,.54 which 
amount is shown in the balance sheet included herewith. 


Our Accountants have prepared « summary of the property account 
of the power undertakings of the Commission, exolusive of the Central Ontario 


System, which shows the following; 
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GAPITAL ASSHTS- (including intangible values) 
fe Ontaz | 
Power Developments and Hydraulic Rights $6,155,445.01 | 
Transformer Stations — 725425755 
Transmission Lines 155705974229 98,451,656. 83 
Local Utilities ~ Electrica, Water, Gas 
and Street Railway 2,534,518 61 
Service Buildings 17,477.57 
Power Development and Steam Plant 425,406, 89 , 
fransformer Stations 36,177.40 
Transmission Lines feb ees 00 504,906, 29 
Local Utilities - Electric 199 ,842, 68 
Rural Lines 54.528, 16 
Pulpmill and Pulpwood Areas 506,182.96 
Tools and Equipment ' _56, 775. 86 
$12,305. 689.16 
ESPIENTS: 
Debentures of the Town of Napanee 19, 637, 66 
Debentures of the Town of Trenton 12,499.15 
Acerued Interest thereon 33,3775 69 
Cash in Banks 2,286.14 
Aecounts Receivable (less Reserve) 220,467, 63 
Hydro-Eleetric Power Commission of Ontario 563,400, 20 
Materials and Supplies 9. 6: 945,782.98 
Prepaid expenses 26,944, 94 
Deferred Maintenance, re~insulation of ; Be 
transmission lines 28,438, 87 54,483. 81 
155,119, 54 


$13 494,453. 18 
= 


( ‘Turchase price of System pala by the... 
_.. Province in 4% debentures due Mareh 1,_ 


9 26g: 


“Cash. eavandes or the Province ae 
. Debentures (5% due 1927) issued by 
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$8,350,000; 00 
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Particalars “Amount “Per dent. of fotal 


lemme 


Power Devel opments $09,992 ,819.62 66.41% 
frangmission Lines 82,140, 688.496 14.86% 
Transformer and Distri~ | 

wating Stations " 15,474,198,98 10.39% 
Rural Lines 2118 ,205.24 0.74% 
Water rights, franchises, 

goodwill, ets. 9,085 555.26 6.64% 
Misesllaneous Buildings, met | es aN 2 ee | 

tools, eta, 


$148 942,289.14 100,008 


the foregoing indtoates ‘that 66.438 of the total eopital investment 
is represented by power ag rea Sic pitas 6.648 is represented by intangibles, 
which, for the most part, yer nee water rights at lagers Palle a in 
connest ton with the ion ncn of the Ontario fower Company and the toronto Power 


Ompany » If the intangibles were orp with power dovelopaents, as they might 
be, 758 of ‘he total investment we be represented y pone dovelommenta, 


which Leaves Bt for Wrananiesion Lines, transformer stations and go forth. 


‘In addition to the amounts shown above fn respect of raral lines, 
the Commission charged $292,953.07 te the Province wp to October Sist, 1922, 
on account of bonuses redeivable from the Frovinee under authority of the Rural 
Hydro~Hlestrie Diatrivation Act, 1921. If this amount were added to the total 


shown in the foregoing statement, the total investment im rural lings would 


amount to 71,316,158.31 at the elose of the fiscal year, 1922. We understand 
that up to October Silat, 1923, the Provinee had paid boruses te the Commiagsion 


on account of the construction of rural lines amounting to 425,900.00 


064800, 8889 09 gat mwene wands Lense Yo wot rowrtasoo dé to. saucoee ‘6 


a. 


Pa, u Va 
ay in AN 4 ps oh i) ene 


ee ae | Die & 
Ben cone. eoitse 


nee 01 ae.oet, Arsiat atta tak tad 


<2obitigauitnd xe bosnonorn: at 880.8 sy 10% 5 or 

7 at beatae ad cat sagged te uaeIN LOneN sRONON 

“ wowo'l odtronol? ott nw yao <owod of tata ot to odd Ate 
tag iet yee ae rsiromyoseveh rowog Avtw boogie row voter gusta eds “ wae 
| ssauceoeseb revog Ws sesucserqet a Aimow asomteowst fadod ons x xr el 


hone, oa ens aso tote ‘conrsot anna seont! tokeetamind ok 2 its wevaes sone SS 


, epee 
vig? y z : + 
é af ‘va 


nnn deve So shapieen wt eveds avods atawom: add of melth bia al | sao a ‘ i, 
 eaer stadt codeste : 


feted ea oi soatvord et of TO.uee, 208) ere hea iamo? oct 
cient cl "Yo tivo ‘chime wont ve wd monk okiavbsoor sited 
ised edt of lodhe ose trom etd? $% © ,SROL Leeda pepe ertn pine 


btsow weak ionire ‘md trom uovsct tated ekit vtconagade gabogoro% ated’. 
banteredost ati “hae yieey, Leoaht, edt *o oaole eat oe £8. 60L,028, £9 ot amend 
ao bas Lanes odd at nenumod bleq Sad eoukverl oft ,8S6L tort ‘gédeteo oF w asd 


SP) MOTE Oy | # vs S Ne Firs, dahitis. ¥8 
ee reyes | 


. . ‘Nein deiduaahaniine 
er ob i MWS DEES ; cA 4 , fe 
; net (ih ¢ pe Ve 
i A : a i ru ‘on & 


wn ' @ ri : 
hie. if he aes eet “i fl 


Hypro-E.Lectric Inquiry COMMISSION 
Cory FOR ENCLOSURE TO 
50 


ff 
fhe detailed statement on page 51 also shows that over 90% VY 
of the total capital investment in all the undertakings of the Commission 


is represented by the Greater Niagara System. 


In each of our reports upon the several undertakings of the 
Commission we have given our conclusions upon the operation of each ander 
taking, Operating expenses form 4 relatively small proportion of the total 
cout of power and it seems unneeessary to comment here upon differences in 
the operating accounts of the various undertakings, as injustices in the 
ease of one as compared whe. (i) aX ee of slight importance to power 
consumers. The apportiomment of such items as Head Office Expenses requires 
intricate and exact caloulations on the part of the Commission and its 
officers and seems to be made upon 4 basis equitable to all concerned. ‘There 


should be no cause for complaint by any mmanicipal corporation of its propor- 


tion of the operating costs apportioned to it and others in the seme system. 
Between systems operating accounts may display greater operating expenses in 
one than in another, bat this is naturally to be expected when consideration 
is given to the varying extent of the power loads and the location of generat— 
ing plants, attention, however, should be drawn to overhead expenses » and 


the necessity of rigid economy in order to keep these at as low a point as 


possible, consistent with efficient administration. 
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$14,073,368. 38 


238,996. 46 
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404, 747. 25 


261,266 66 
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15,474,198. 98 


(a) Imeludes $240,294.00 representing Trangmiasion and Distritmtion . 
Equipment carried in the 4gecounts of the Toronto and York Radial 


Rallway 


(b>) Ineludes Steam Plant at Toronto amd Scott straot properties. 


{o) Ineludes Distrituting Systems. 
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_ Sar report ext Ltled “Examination of duditor’s Reports for 
period 1916-1921 inélusive" deals exhaustively with this subject, and we 
direct particular attention thereto, as therein will be found a concise 
summary of ouheviahien featares of the Commission's administration which 
have been brought out in the Ammal Reports of the Auditor. Ye here son- 
fine cur comments to the circumstances surrounding the appointment of a~ 
Special auditor, 


The intention of ihe legislature, as | expressed in the dct of 


1906, Was that the operations of the Commi Ssion should be carried on in a 


4 


manner similar to shat of Qt org jepartment. 411 moneys received were 
directed a! Ly paid inte the Sonsolidated Revenue Fund of the Frovinee, and 

the accounts of the ¢ Comm! ssion were Boon) bhi to audit by the ?rovinoial | 

sudttor, Mo suns appear to have been peid by the Commission to the Provinse 

prier to 1916. he Teports of the Provincial Auditor prior to 1916 contain 
references to the peemunts of the Commission, but he does hot appear to have 

over mate an, erent yd ef them, the correspondence between the Provincial Auditor : 
ond. the eta ee of the Commission discloses great divergence of opinion and y 
want of harmony between the two officiais, In his report for the fiscal year, / 


1916, the Provincial Auditor characterizes the attitude of the Commigsion as : 
one of “defiant disobedience" to the law and states that informat Lon required 
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by him has been withheld and it was found impossible to complete any audit 
OF Riakée any progress. towards. eompleteness, He further states that: 


"The Annual Statements rendered by the Commission to the Hon- 
ourable the frovincisl Treasurer for the years 1909 to 1915 | 
inclusive, afford no adtual agcount ing information and fail 
to disclose the existence of a large and rapidly increasing 
sanueravenadesenin wrote srg in the vr 1911 to 1915." 


_ Honourable Mr, MeGurry, Sn Means ial Treasurer, apparently. 
held the opinion that there should be Provincial control over the expenditures 
of the Commission for he proposed the appointment by the Government of a domp- 
troller whe would countersign all cheques of the Commission. .. This proposal 
assumed form in smendment to fhe Power Commission Act passed at the Session 
i-~Goveraor in Council to appoint a 


of L916, Which authorised. we Lieutenant 
Couptrolier. ., Bffeot, was Re (@) ven to*this emendment. to the act, and at the 


Session of 1917, the suggested contrel over expenditures through the medium 


of an officer appointed by the Govermaent and independent of the Commission 
was nullified by a further amendment to the Act passed in 1917, under which 
the Commission iteelf was authorized, with the epproval of the Lieutenant- 
Governor in Council, to appoint a Comptroller. No such appointment has been 


made by the Commissions . 


Tm May, 1916, Mr, G, Z Glarkgon, of the fizm of Mesars. Clarkson, 
Gordon, & Dilworth, Agoountants, was directed. to make an audit of the accounts 
of the Comaiasion... ‘His appointment as duditor on. behalf of the Government has 
been eontiimed and anmapd Reporte. have been farnished by him gince 1918, tr. 
Clarkson began his audit in July, 1916, and his drart report was completed in 
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Pebruary, 1918, and govered the entire period from the appointment of the 
Commission in 1903 to Ootober Bist, 1916. 


tn tne vishal sf she hesitation for the year ending October Slst, .” 
1919, it is stated that Mr. Qlarkson's report for the period. from 1906 to 


A 
é 


1916 was duly presented to the ‘Treasurer of Ontario... This statement is mis- uy 
leading. . The report of Mr. Clarkson covering the period mentioned ihecheattes. 
and in February, 1918, discussed with the Prowincial Treasurer, but was never 
formally presented and never published, In explenation of the clroumstances 
surrounding this draft report, we were informed by Mr, Clarkson that the 

report wag a series of oritioiams of the Commission for overstepping authority 
# thought. best before presenting a 
ms: Power Commission Act legalizing the... 
actious which had been taken by the Commission without authority. With the. 


report that amendment s be made Yo The 


aid of lr, Clarkson and the concurrence of the Provincial Treasurer, amend- 
ments to the Act were drafted, These were passed at the Session of the, 
Legislature of 1913, and later in the year Mr, Clarkson presented his report 
for the period ending October Slat, 1917. Mrs Clarkson has stated: 


“I heve a very definite idea in my mind as to the way 
accounts should be modelled and should be earried dom to 
display the actusl progress of the Commission. I pat the 
accounts into thet shape and then modelled the legislation 
to follow it ++. In presenting that account te October 
Sist, (1917) it was completely modelled on the legislation 
which went through in 4pril 1919 ..,. That is the position 
with regard to that 1916 report, which was not reported until 
1918, because it was thoughtdesirable to bring it into line 
with that legislation ... In other words we moulded the 
accounts to the shape they ought to take,” 
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This was sertainly & most effective, if wmsual, course of 
action. The accounts not conforming with the Statutes, the statutes were 
made to conform with the accounts. "fhe overstepping of authorities in one. 
direction or ar esol go pe mate by Ur. Clarkson was apynrenthy not brought 
to the attent ion of the on peigainage or the publics Mr. Clarkson has far- | 
nished us with & copy of his aratt report upon accounts of the Comal ssion 
to 1916 and we ‘find that it exhibits a condition of affairs vastly different — 
teen that indicated in ene first published reports A perdsal of this and 
other reports of Mr, CLaricson, inoluding the last one published, shows con~ i 
clustvely that tha Commission haw éankimanty disregarded statutory restraints 
and has apparently deemed itself? even sisiahl rans the obligations to employ funds 
entrusted to it for sen Oh 6 ncaa those purposes alene, Breaches of\ 
Statates _ unauthorised courses of napeon have ‘80 frequently been sondoned 
and ratified by ‘aiveeguaig Legtalat tun, and the law has been 30 often changed 
to validate the beste onitee bers or to deglare that no fault am been committed, 
that these wrongful practices cae: the ‘pax of the Conmi ssion ‘mes habitual. 
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It is provided in Section 25 of The Power Commission Act 
that in addition to the price per horse-power payable by any municipal 
corporation under the terms of a contract entered into with the dom- 
mission, which shall be the cost of the power to the Commission at the. 


point of development er of its delivery to the Commission, the corporation 
shall anmally pay to the Commission its proportion as adjusted by the 
Commission of: 


(a) Interest at four per cent. ng anmam upon along expenditure 


and working capitay, 


(>) Annual sums sufficient with  ieteeixk at four per cent, to form 
i in bhirty years a sinking fund for the repayment of advances 
made by Ontario for payment of the cost of the works, and 


(s) Other charges, including line loss, cost of operating, super- 
 vising, maintaining, repairing, renewing and insuring the 

works, remuneration of members of tho Commission, appropriations 
for establishment and support of any fund for superanmmation 
and retiring allowances and sick benefits, to permanent employees 
of the Commission and such sum as the Lieutenant-Governor in 
Jouncil may direct to cover the difference between the four per 
oonts charged On money expended oh capital account, advanees for 
Warking capital and all charges and expenses of providing such 
Money » 


“Power at cost", accordingly, may be defined to be power 
at such a price per horse-power per ammm as represents the cost of such 


power to the Commission at the point of developmont or delivery, plus 
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anmgal payments, apportioned and adjusted by the Commission, of the — 
customer's proportion of fixed and other charges required to be paid by 
Section 23 of The Power Commission Act. 


_ Ghe policy of the Legislature as expressed in The Power 


oumaiss ion Act when originally enacted and throughout its development and 
various amendments, appears clearly to have peer to provide to ongh on- 
tract ing munieipal gorporation power at a cost comprising the same elements. 
fhe cost is determined and fixed in the same way in the case of all groups 


of contracting municipal corporations. 


Tt is quite evident that conditions prevailing in respect of 
works from which power is (supfipi 


} | fe yhie different groups nt munioipal cor- 
porations or "Systems", as defined by the Act must di ffer, so that “gost” 
gammot be the same to eaah. _ thas the severe] corporations comprising one 
“Syetem" may be required to pay an annual price per horse-power for power 


greatly in exeess of or less than that payable by those in another system. 


dn ideal situation; 1f practicable, would be created, if 
"gost" of power were the same in all parts of the Province, so that a pub- 
Licly-owned and operated public utility would be available to each and every 
municipality of the Provings on precisely the same basis, and industrial 
progress, in one looality not handigapped hy higher rates for power than pre~ 
vail in others. It is contended by so sa 


ne that the water-power resources of 
the Province, the common heritage of all the inhabitants thereof, should be 
administered in such a way that all would equally benefit, and that power 
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produced therefrom should be distributed to all parts of the Province "at 
cost", such cost being arrived at by combining all the several undertakings, 
‘now conducted in reality as distinct and separate businesses although under 
the same séninistration, into « ‘one general musiness or undertaking in whioh 
all works, resources ‘and revermos would be pooled and each contracting mani@ 
cipal corporat ton receive power ‘at the same prios, There are many yeas teal 
difticulties in the way ‘of adovt bie such a system and there are wide differe 
ences ‘of opinion upon it among the pablio generally and among ourselves. 
Later ‘tn the report we state nome of the views pro and oon which have been 
submitted to us. wean sc ioka ia 


Phe anestide a t} pati: disorimination and unfairucas do now 


exist in respect of fixed charges especially when the total cost of power in 
the severai systems is compared, will hereinafter be dismased, "Variations 
in total. eosts is illustrated by ‘the following table of average cont per horse- 
power 3 ‘for the year ending Oetober Bist, 1922, to nine "systema"; ne 


Magara 26.57 Bt. lawrence 41.32 

, Serer:  B0087 Rideau... 56.20. 

ia 4216 # Thander Bay § 25490 

_Wasdell's Weed  Obtewm ... ... 14400 
Yuskoka 22.09 


# - Flat rate charged, only about $20.00 being paid. 


. Shett the same basis and methods are not employed in arriving 
at cost in all cases is indicated in our report, "History and General 
Helations” and in a measure in the succeeding sections of this report, which 
deal with "Interest Charges", "Sinking funds", “Renewal Rates", "Contingencies" 
and other overhead charges. 
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mmotinolon, YacknPegrines a4, bt MRS ah} SONNE Be 
| ssiou, are tobe. found 
o~Hlectric Power Commission by the Province of Ontario". ‘That report 


in. our report, "Cost of Money advanced to the 


as it does the most im 


ating factor upon the cost of power. | 


rate of 


"ie Taabensed cost of money as shown wy the enh: 


shanged conditions 


interost payable wy vorrowpr ri Biddeb 


respect ing Provinetal aivakes to: the Searles ton, demands for which became 


more Ansistent _ for ineveasing anounts, De original Power Commission 


Sosa et iea 
e. Lees 


aot was based on the assumption ‘tint ons 


rate of four per gent, was 
adequate to recoup’ the Province the cost of money advanced. by it to the Con- 
mission, ‘For determining the ‘gost of power ‘payable by tmnicipal corporat fons, 


iuerens charges on cupital expend Gave for works were fixed by the Aot at 


py per ‘gent, pty esac * tn 1915 the Legislature ‘provided by amendment to 
‘the 1 aot that municipel corporations ‘should pay to the Comaission in addition 
‘te; four per ‘gent hey the difference between that rate and the Botual’ dost o¢ 
‘providing the money required for payment of the dbat of Woxlkd  Pridr to that 
date and until 1918 the amounts collected by the Commission from municipal 
corporations and others were payable by the Commission to the Province, the 
latter thus supposedly being re-imbursed the cost to it of money advanced to 
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the Commission for capital expenditures. Under the amendment of 1915 the 
difference between four per cent. and the actual cost of money payable 

by municipal corporations was required to be determined by the Lieutenant~ 
Governor in Council, but it was not until 1917 that an Order~in-Conneil was 
passed so determining this difference and then only for the then qurrent 
fiseal year, In 1918, a radical chenge was made in the relat ionship betweun 
the Frovince and the Commission by farther amendment to the Act under which 
the Commission Was required to pay to the Province annually the cost of 
money to the Frovince as fixed by the Lioutenant-Governor in Council, It 


was presumably, but not expressly, provided that an Order-in-Counoil fixing 
the amount should be passed each year, ‘The policy of the Act in respect of 
the payment of interest b ipal eorporations to the Commission and by the 
Commission to the ea 9h strictly complied with since the 
amendments mentioned were enadted, When a fixed rate of four per cent, 
prevailed, the Provines. simply billed the Gommission with interest at that 


to municipal corporat ions an item vopresenting their proportion of interest 


mission included in the power bills rendered 


at the samé rate upon capital expenditures made upon the works serving them. 
go long as the aost of money el the HPOYING®» and, therefore, to the Commigsion, 
aia not eclend four per cont. per soon, each was fally ve-tabarsed its pay~ 
ments on account of taberent. the same method of Lemony for interest was, 


howrer, cont imed after the amendments , and aevounte were rendered by 
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the Province to the Commission and by the Gommission to mmicipal corporations 
at rates not determined in accordance with the Act bat at such rates as were 
considered by the Department of the Provincial Treasurer to be the average 
ing the year. We were informed that. in 
arriving at the rate to be charged an official of the Treasury Department, | 
ting his ¢aloulations, diseussed the matter with a representative 


of the Commission, in the result, as shown in our report previously men- 
tioned, the cost to the Frovinse of moneys advanced for purposes of the Com-. 
mission, and consequently the amount properly receivable by the Commission 
from municipal corporations, has exceeded the amount received by the Province 
for interest by a sum of from $250,465.40 to $643,271.46 according to the 
bagis of calculation adoptgd CO hy Yegirability of a strict compliance with 
the Act, and the further desirability tha 


t+ the rate of interest to be paid 
each year by vhe hasan ae he Province, 499 therefore, by patna eae 
verperes sane ” the ‘Gomaias ion, should be cheoked and approved by the Gevern- 


ment auditor of the Comtzsion' easounts, 4s self-evident. 


As between "Systema", the only case of discrimination by the. 
Commission dn interest rates charged by it 4s part of the cost of power was 
that mentioned in previous reports namely that for the period from 1916 to 
1921, during which the prevailing interest rate was over six per cent. per 


annum, the Commission computed interest on expenditures in commection with | 


the Nipigon Development for the Thunder Bay System at the rate of five per i 
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cent,, and proposed payi 


ying. he.game rate to the Province in respect of its 
advances therefor, ‘This meant @loss to the Province and gain to the System 
of over 971,000.00... Zhe agtion of the Commission was not endorsed by the 


Government, andthe Commission recently has charged on its books against the 
System an amount for interest which places it on a parity with other systeus. 


the attention of Your Honour 


Was drawn in our "Interim Kepert, thander Bay 
System” to the further fact that although the municipal corporation of Port. 
Arthur has been so charged with interest as paxt of the cost of power payable 
by it, the corporation has dont teniunty refused te pay for its power "at 

st", and up to October Slat, 1923, the expenses in connection with supplying 
Dower to said minigipality exceeded revenues received by more than $500,000 


mre. yince in. connection with its advances 


"Wee warkex onlas supply power to same of tho systeris Were con- 
structed and the advances for the cost thereof made by the Province, prior to 
October Bist, 1914, 4s under the Aat interest on guch advances is commuted 
at ‘the rate of four ver cont, while interest on advances made wince that date 
is computed ah rates greater $han four per cent, and since interest charges 
form, as ‘they ao, a large ‘tnator in determining the total "Cost of Power", 
is clear that "power at ‘eost" meins ‘power ‘at a lower cost, “when supplied from 


vores ¢ constructed | prior to 194 than from works ‘gonstructed since 1914, 
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am _ She amount payable ammally by municipal corporations on 
interest account being the chief factor in. determining the annual cost of 
power, the importance (of avoiding extravagant capital expenditures upon works 
upon Which interest is payable aumually will also be resognigeds ¥urther 
Comment on the subject of fixed charges as part of the cost of power will be 
found in succeeding segtions hereof. 


th the administration of the affairs of the Commis in. the 
establishment of sinking fands for the ‘repaynent of: Provinoial advances and 
retirement of other obligayicng 


ppl y the Gorm ss ton, and the Province in 
connection with the onstruction and soqutattion of works is of prime Amport- 
ance. ithe subject has received attention in our reports already submitted to 
Your Honour and the ‘salient fonturos are here summarized and attention drawn 
to existing | anomalies arising from the interpretation placed upon Htatatory 
Provisions. The Legislature evidently had two objects when making provision 
in fhe Power Commission Act for the accumlation of a fund in respect of each 
of the undertakings operated by the Conmission which, in a defined period, 
would be equal to the total gapital ‘gost of the undertaking, In the first 
place, the Province as ‘the banker supplying the moneys for eapital expenditures, 
in addition to redeiving interest upon its advances, was to be repaid ‘these; 
or there were to be depoaited with ‘the ‘freasurer, Provinotal securities pur- 
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chased by the Commission with sums paid by mmidipal corporations and others, 
these securities ‘to be held by the Province as” seourity for its advances made 
and obl igations assumed. “In the second place, ‘the repayment of the advances 
of the Province and reledse of obligations assumed by it were intended to — 
divest the Provinge of a proprietary interest in the works and properties held 
by the Comatsston and the beneficial omership ‘thereof was to revert to mmi- 
cipal gorporat tons in vee to the amounts, with aocumlat tons, paid 
ad ‘them on Leena fund desount, 


oop Omly in xemneet, of advances y the Provinse for the cost. of 
works serving mmicipal corporat! 1994, under cont raat with the Commi. ss ion, do 
the Statutes relating to the 


provision as to the basis ¢ hpon< 


i. lestrigal power or energy make definite 


cing fund. payment s shall be mae. 
the Power Gomes a 4om Aat, however does definitely provide that ees suis 
received by the Comalesion ‘from muinioipel corporat ious and Osta i shall be 


invested in Provinglal securities and thes sé | delivered to the treaaurer of the 


Province... Sinking fund asgounts have been opened by the Commission in res- 
pest of dubiichate ta, the cost of which has been met otherwise than by the 
employment of advances by the Frovinuse, and the amounts credited to these 
accounts are beld Ww. the Comission and not treated in the sane miner as 


are the payments received om account of Provincial advances. We are advised — yy 
should likewise be invested in Provincial securities and delivered to the 


Provinglal treagarers . . 
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In respect of certain undertakings no sinking funds have been 
ished for the retirement of certain assumed bonied indebteduess and 
the liability of the Province for this indebtedness will continue for in- 
definite renewal periods, fhe policy of the Power Gommission Act undoubtedly 
“was that all municipal corporations entering into contracts with the Com 
mission for cui eaneeninn at sost", would, as part of the "cost" of © 
‘fand for 


power, pay animal sums sufficient to form in thirty years a skuicing 
works. ‘The same bagis for a 


# by the Province im respeot of the cost of the 


ation of sinking funds being applicable 
to all, municipal corporations are all presumably on an equal footing as to 
that part of the cost of power attributable $0 payments on account of sinking 
fagda, Amendments to ie aon, Wdoubtedly for their object the relief 
of minicipal ee iam ee the Sivas a dog in bre they make 
ugg sor power, and the giving to such munioipelitios of | an opportunity 
to aiid up their ‘pow Loads before ‘being called Mi to pay their preper~ 
tion of sinking funds, hare boon interpreted and applied wy the Commi sai.on 
not only to ‘the “dofemont of the tino for payments ¢ on eecount of sinking 
fund in the case of all municipal corporat ions for a period of five —* | 
from ‘the date on ; waken payments. ‘for power Sehied ing commence, bat alse 
mays > 


upon Zhe Ontario ¥ 


SaaS 


gusonston-Chinpsna. : 
works: of the iagera System, and “repayment of which ‘gost it is ‘proposed — 


ina 


e-o#-She Auterpeppation plaged bythe Commission 


gara Development act, ‘29h, to apply te°the-eosb oF the 
mt» which, in ettect, be pan! eatoasion te the 


to pion for a period of five years from the time at which the plant was 


vat ra a This, in our opinion, goes far hewiu the elear in- 
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The intention ef the Legislature in establishing a five-year 
deferment period was apparently to help those systems, where the demand for 
power might be light, over the five years following construction so that 
they might not have to pay what might be prohibitive priaes for power 
during that period. But the Commission has adopted the practice of granting 


‘ension not only where the demand is light mt in those systems where 
the whole of the power generated is disposed of from the beginning, thus, in. 


nding the general sinking fund period from thirty to thirty-five 
years. ho necessity for a uniform clearly-defined procedu: 


‘9 in respect of 
all sinking funds for repayment of moneys expended or obligations assumed 
fox construction or acquisition of power undertakings of the Commission is 


apyarestis yours foam th COPY” 


Special legislation effecting the works of the Thunder Bay 
System, established a basis different from that relating to other works for 
aéqumlation of a sinking fund, the period being forty instead of thirty 
years, ©@he Commission applied the provision for a five-year deferment in 
System on a forty-five year basis, authority te do which seems doubtful. 


this ease also and in effect established a sinking fund for the Thu 


| the ‘ontario Miagare Development Aats, ander which the queenst on- 
ontppawe Power Develop nent was aonstruoted, and to which the Power Commission 


Ast, exoept \ where specifically » made eppliceble, doen not apply, contain 
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provision for payment, as part of the cost of power payable by municipal 
corporations contracting for power to be supplied from Miagara plants, of. 
sums On account of alnuxing fund for repayment of the cost of that Bevelop~ 
ment, The original estimates of the Commission of the cost of power 
generated at the jaeenuston-Ghippawa plant inciuded payments on sinking fund 
account on a thirty-year accumulation basis. the Commission has since inter- 
preted Seetion 5 of The Ontario Miagara Development Act, 1917, am authorizing 
it to establisn a sinking fand in respect of the works constructed or | 
acquired pursuant to the Act on such basis as it may ddem necessary and 


proper, and in estimates submitted to us has adopted the basis of payments on 


account of sinking fund extending over a period of forty years, commencing 
after five years from the os Ww pao oud it 


The adoption of diverse bases for the establishment and 
accumlation of sinikix 


@ fands has resulted not only in causing inequalitios 
and: diserimination in anmjal power rates payable by municipal. corporations, 
but it has also extended the time originally contemplated within which the 
Province will be repaid its advances and relieved of its obligations and. 
manicipal corporations acquire a full proprietary interest or ownership of 
the works constructed and acquired on their behalf. ‘The extension of 
sinking fund period in the case of the Queenston-Chippawa Power Develop- 

ment to forty-five years and the procedure adopted ih respect of sinking 
funds for The Ontario Power Com 


pany and The Toronto Power Company, has @ 
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very material effect wpor the anmal cost of power to the corporations . 


in the Niagara System. With the Niagara plants controlled by the asinine 


operating at full capacity and the full amount of power generated being J) 
i a 
Consumed, the total amount paid anmally for power by muanieipal sidoiesieuiiual Vs , 


ee 


of the Niagara System will ‘be, it. has been caldalated by our Aeeountants, (= / 
at least $800,000 less than ail ‘sinking fund. ‘payme 
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year basis. _ Extensions ‘and improveme: 
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plants and. ene ‘time when the mmicipalities interested may expect to acquire 


ata doubtless will be made to these | 


complete owmership ia receding inte the dim future. Im the meantime the 
municipal dorporations in the Niagara System are not only benefitting by 
their ‘favoured location in proximity to the greatest water power of the 

Provinee, but they are a 8 i) 


rates, 


ixgared by discrimination in sinking dand 


| iz the total anount of the sredit of ate fund accounts on the 
none of the Bamstden on Octeber Slst, 1922, was 92,677 ,947.09; gash advances 
and guarantees of the Province aad other ponds as of the same date totalled 


$150,946,112,.59; the proportion the one amount bears to the other represcnts 
the relative interest of the Muni¢ipalities and the Provinge in the omer- 
ship of works controlled ond Operated by the Commission under the provisions 


of The Power Commission ict and The Ontario Niagara Development Acts, 
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ndered and kept alive in many minds that 
acquire complete ownership of the undertakings 
of the. Commission din thirty years and in the meantime are the real owners 


municipal corporations will 


gabject only.to payment of certain indebtedness to the Province, ‘There is 
ne fouudation for such belief, but it is refreshed from time to time by 
utterances of enthusiasts. Ag recently as December 12th, 1925, a newspaper 
report. quotes Sir dam Book wa sayings. - 


“Under our present system we have provided for the retirement 
of , noes on pins ernge yeaa sao at the hee of iNet eeeree” 


| By way of example, and having regard to the:faot thatthe 
capital investment in Niagara plants amounts to over 89% of the total | 
eapital investment in all the _grtakings of the Commission, out of | 
@ total, of $154,000,000, of whieh but 925,233,528, or about 19% is being | 
provided for by & aluking fund on a thirty-year basis, it is clear that 


the statement just quoted is untrae. 


i Ba 


‘the aecumlation of reserves te cover r depreciation of pro 
perties is deoned oxpediont a necessary in all well-regulated. anterprisca, 
espeotally where ‘tes use of the dence entails considerable rial on igus 
in values. - he. Soumtasion, having ‘been authorised to establish renewal re~ 
serves, and te aaa ‘the amounts sppreprinted ‘therefor to the cost of power to 
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municipal corporations, after ¢omminicating with the management of large © 
public utilities on the Continent, adopted renewal rates, which, with fow 
exceptions, were gontimed to, Satober Slst, 1921, These rates Were 
yacersarity variable as app} tea to di fferent lasses of property, but were 
ened spon & evant wiki of expending sufficient to maintain each and 
every portion of the undertakings in a condition to operate economically, 
the plan adopted was to maintain ‘the works 1p as good as new, ‘The rates 
established ty ‘the Comm soon were hear ‘on the Prospective: ‘life of the 


me 


naverat ‘couponent yarts of tne Prop r tes, ‘some ‘of which extend to one 
Ray years, but did not fntce into oniatdevation the possibility of 


yetrical seience, The 


obsolescence of plant through develoyment of el 


renewal rates in force at sie itm “oyr appointment as Commissioners 
were the subject of investigation by our Consulting lngineer and he re~ 


ported thereon to uss 


In 1922, moved no doubt by a desire to lower the anmal cost 
of power, Which was steadily inereasing and occasloning complaints, and to 
wipe out arrears due by minicipalities, the Commission took into consider- 


ation the advisability of revising and reducing the renewal rates then in 


effect, As appears by the Mimtes of a meeting of the Commission held on 
November 22nd, 1922+ 


“fhe report of the ‘onier Hngineer re dinivniiat inn rate on the 
Eugenia System was considered, and the matter was deferred in 
order that the Chief Engineer may plage the full facts before 
Messrs. BR. A. Ross and Y. J, a pg 80 as to get their 
opinions covering the recommends 
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hese ho As pane. het one of our eae roxy Lah We Je Franais is 


or r Gonsult tng Rnginoer, | 


oo Sos On Degember 20th, 1922, the sudject again same before the 
Commission as appears by the Mimates of a meeting of that dete, from which 


we quotes 


1¢3 having recommended a s weeieell ‘digribetiovtin 
™ , caloulated on the basis of the life of the ‘€qtiipment ; 
pep “paving: advi sed that this ‘matter had been taken up with 
My, Bran approved, it was. decided that the depreciation 
abe for the Bugenia System should be fixed at 1.28%, and that a 
this: rate be made retreagtive to ‘date of firet “eet sa hig ho Jaap 


it ; would of wares nave meee manifestly improper for the 
f 


Commission to approach, our - Bngineer for ; an opinion in, ‘this matter, and Bry 
Francis infoma.us.that. the alleged. statement of the. Ghieg Raginser..*that 
\ 


this matter had oe lovee he a skh ts ereety ane aereree” was wholly 


unwarranted. the’ ata 0 3 sont mabe ue tly? ~r that the ‘depreciation rate \ 


was ghenged on ‘chi pale nana or eeneel of lr, Francis, was, of sourse, \ 


also baseless, 


We coashder the revision of ¢ depreciation rates, nade retro~ 
act tive in many cases to ‘the date of first operat lon and consequent redutt ion 


of enounts standing +0 ‘the ved of. pono yoserven, WAS on unwise pro- 
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¢eeding on the part of the Commission and more especially on account of 
the disposition made of these reserves. The net results effected by the 
decision of the Commission on December 20th, 1942, appears from the fol- 
Lowing table:. 


Balance Amount taken Balance Increase in Balance 
_« Oeteber from the re- . October §. Keserve during Osteber 
Slat, serve upon Slat, 1922, through Slst, 
System = 's : 1921, » the reduction 1921, charges in power 1922, 
before of Pcs wenn ye ood ini eas 


Niagara _ saci eh ~ bain baie dive eye 
Severn 227,847.21 $119, 976.50 107,370.91 25,572.81 152,743.72 
Bugenia | 181,850.21 68,106.98 113,725.25 25,477.46 187,200.69 
Wasdell's 58,973.75 Eegreagn 28 595.67 7168 045 55,564.12 
SteLawrence 76,569.49 50. "970,92 Py ss 64,748.78 
Rideau 58.365.47 (16,642, 4 22,123.40 11,647.60 83,771.00 
Thunder Bay 41,302.22. ““ ~¢ *.. 41,502 .be 1,151.29 # 4 445» 51 
Ottawa. ow oe Rd 454.59 454,459 


$008 an $289,700.97 42 604,08,08 892,945.50 $2,307 50. 60 


. $= Represents interest accretions for 1922. 
No provision was meade for renewals amas 
ef revemme for 1922, | ) 

In addition to the anount (9255, 700.97) show in the foregoing 
table : as 5 having nc transferred from the renewal seeutved there Was, as we 
have shown tn our report ‘upon he Pay aeeo Power Company , a annnbee rade in 
renewal wenerves of that undertaking of the ‘Commission of 9579, 289.19 as at 


Sutabar Sist, 1922. 
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(Of the amount, $255,700.97, above mentioned, the sum of 
$216,832.95 wos credited to mnicipal corporations interested, 936,256.37 
to contingency reserves and $652155.t0 Rideau Power Development. ‘The trans- 
fer of $216,852.05 te the credit. of municipal corporations reduced the | 
average annual costs of power to them from the date of first operation, and 
brought these anneal costs more nearly to a parity with the estimated oosts 
farnished to the corporations, The amounts credited to them, however, were 
not paid over to the minicipal corporations at once, wat were employed to 
cancel debits on h iggo iris or Daim shed the permease of meet ing 
sinned socounts, “The dom aission was ‘tims cnabled to employ a ‘Large portion 
of ‘the amounts to the oroait of smtotpal sorporst Lons for its general par- 
poses: at & cost to it ot our per cout per annum for intorest thereon. 
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.o Power Garapany y : ‘the renewal | Feserve, | 


a i RO re ae ge retro rie t sly 


ulting ingineser had reported to be inadequate before the reie- 
tion, was farther reduced, and the Commission enabled to determina as the 

mie by that company a figure less than would otherwise 
have been necessary, In the red: | 


“cost of power" pr 


tion of depreciation rates, as in other 
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cost of which they ‘are contributing, will be am an efficient “operating _ 


oa ey OR ae re am Le neonerumnsien npeamnsnenn ppener ee ae ee ‘crag haat 
mrepenesteeteonaresenererecitvrrmamsesty sung TASS enennn 


sondition, ‘but also provides: additional | segurity t to the Provinse. ‘fev. the 
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‘advances made ‘yy it to sash. sa e_nont. 


Of the workes,...It 1s but natural to 


| , aonfer with and obtain the approval of the 
Government before ae ing a aed reversing one deliberately adopted and 
consistently followed. for years, | ‘this it aid not do. 


after consideration of the reports of our Consulting Engineer 
ems, and 4 full investigation, we find 
that, while, subject to the approval of the Lieutenant-Governor in Council, 
ieee eg img to some of the works of the 
Commission from those originally el would be justifiable, a reduc~ 
tion ranging from 25% to bb i 
the Commission was “wrong” ‘end “Wh ~~ he” prospective reduction of the 
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‘renewal fund apparently paved the way for the commensint ion of ‘the Comission 


upon, the works of the eeveral sys 


a reduotion of depreciatioz 


espect of nearly all the undertakings of 


a eagraph, sppesring in the press ‘wler 
date or Wortiater Resiagd ligreid is a } samples ke 


- cet, Ws Ape hs 


in the public press, "Phe following oa: 


“A redugtion of rates which affects three cities, thirty-. 
five towns, seventy villages and one township, was formally 
announced yesterday athaxnenn. at the offices of the Hydro- 
Electric Commission," 
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+ deiee We attach hereto as Appendix "C", S e "A" and Schedule 


SB" of wanna: rates. now used by the Commission for ‘te various pectic’, . 


giving the following information: — 


(a) Class of Property. 

(bo) Years Life... 

(co) Residual Values. re 

(a) Depreciat ion wate on straight Line 

(e) Depreciation rate. en sinking fand 
basis. 


eihosite " There is also attached with these schedules a memorandum by 
the ontes + Manbees of the Gumaknaten., setting fortis, reasons: for the aAuytion 
‘of the rates inoluded in the schedules, 


fhe following table shows the palsniee tn 1 the reserve ‘for 6. 

contingencies at October Slst, 1922, for each of the Hydro. Systems wer 
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System « Balance, October 31,1922 Comments of Consulting mgineer 


in respect of Balances as at 
ober 31, 1921 


© 4,853.87 Vonsideration should be given 
to @ larger provision for a 
contingency reserve. 


Niegera System 


Severn System 29,220.08 Reserve should be increased to 
toe Aaa | $20,000 or $350,000, 
Eugenia System |: 12,801.58 - ‘Reserve should be increased to 
$26,000 or $50,000. 
Wasdellts System 6,068.13 Reserve should be increased to 
| | : $5,000 or $10,000, 
Muskoka System 3,375.57 | Reserve should be increased to 
$5,000 or $10,000, 
St. Lawrence System 6,255.17 Reserve should be increased to 
| | C CYP Nix $12,000 or $15,000, 
B | 
Rideau System 1,673.25 Reserve should be increased to 
| : $15,000 or $20,000, 
* Thunder Bay System ey 601 65> No coments. 
Ottawa System — None Reserve of ehout 46,000 should 


be established to provide for 
losses which might be inourred 

through the operation of rural 
lines. Duin 


Essex System None } ‘Reserve should be built up of 
$8,000 or $10,000. 


Thoro 14 System | None It would seem to be a good 
: org : : : policy to establish a reserve 
for contingencies. 


* . Not in full operation. 
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It will be noted from this table that the balances in the 
reserve for contingencies, although increased in 1922, are still in all 
bat two snatences ie hen ot eieiaageihy an wh our 


agen ingineer. 


Special attention is directed to the balance of 44,855.87 
on the Niagara System. This reserve is entirely inadequate and should .be 
wailt up to an amount of approximately y500,000, During the year 1922 
the charges made against the reserve for contingencies for the Niagara 
System were $242,707.74 and the additions to the reserve through changes» 
ineluded in the cost of power ahd interest accretions amounted to G222,696.60. 
fhe charges thus exceeded the credits in this year by more than $20,000. 


eet ep 


ace the preceding _ ion of this report attention has been 
dtrected to ‘the ‘reduation in the reserve for coxemle ts rates witah pro=- 
vide ealy for the renewal of the property and do not provide for obsolescence 
of plant through development of elestrical science, This might well have 
been provided for when determining the 


mount to be appropriated to re~ 
serve for contingencies. With sontingeney reserves standing at figures 
much lower than they should be, a prudent and natural course of procedure 


would have been to transfer the amox 


ints or major part thereof available 
through justifiable reduction of renewal reserves to the reserves for con- 


tingencies, © On referring back to our discussion of renewal reserve it will 
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be found that out of a reduction of nearly $254,000.00 only 456,000.00 
was oredited to contingencies, 


_ Speotal attention is dirested to the reserve for contingencies 
in the case of Zhe Ontario Power Company, This amounted to 9527 ,664.30 
at October Slst, 1922, but, with the exception of 9189 924.84, was made up 


of reserves for acctued liabilities and other assets of a most question- 


s escape NR IRATE ECS IO ORE HPS 


able character. Our Consult dnt tnrknoer has pointed out that the con- 


tingencies reserve for The Ontario Power Company is entirely inadequate and, 


while it is not anticipated that serious accidents will occur such as the 

accident of April 20th, 1922, the estimated cost of which is $300,000, 

this accident nevertheless furnished a striking proof of the necessity of 
“having reserves for eontiifeonlugh ke Xe amounts as would provide for extra- 

ordinary losses, We aré of opinion that this contingency reserve should be 

very substantially increased. | 


As noted in our report on the Queenston-Chippawa Power 


t, estimates prepared by the engineers of the Commission, and 
submitted to our Consulting Engineer, setting forth the probable cost of 
power from this Development, included no amount whatsoever in respect of 
‘eontingencies., Our Consulting Engine 


er in dealing with this subject re- 
‘commends that contingency reserves be provided on this work, and in this we 


‘are in complete a mt with him. As pointed out in our discussion of re- 


‘newal reserves, our Consulting Engineer also considered that the rates applied 


by the engineers of the Commission in this respect were also inadequate. 
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We believe that for a 550,000 horse~power plant, an annual amount of between 
#400,000 and 7590 ,000 might well be set aside in respect of contingencies | 
to Ds ig oare ef happenings of @ catastrophic nature which, after all, are 


not altogether improbable ocourrences, 


) As stated when wettins forth the charges entering into the 
cost of power, in addition to laterest, Sinking fund, renewal reserve and 


contingencies, the Gemaisaion is required to provide for line logs, for the 


gent of operating, supervising, maintaining and insuring the works, and 
for such anoants as oe (eoPro\frorise for the remuneration of the 
omni ssioners and. in respect of superamuation, retiring allowances, sick 


benezit and, 80 forthe 


* ‘These charges, insofar as we have been able to learn, have 
all been provided for in accordance with the requirements of the Act with the 
possible exception of line loss, for which there seems to be no specific 
provision in the distribution of costs among the municipalities. Line loss 
ig necessarily provided for automatically by the system which the Commission 
uses in billing the municipalities, ‘he allocation of line loss to the 
different municipalities may not be in exact accordance with the losses 


accruing in respect of each, mit we are informed by our Consulting Engineer 
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that this is a very difficult item to compute with acouracy, and it would 
appear that the methods now employed by the Gommiagsion in this respect, are 


fatrly equitable to all consumers,» 


fhe main items coming under this heading include the cost of 
operation and the cost of maintaining the works. Of thesa two, maintenance 
is probably the most important in that it has a definite bearing upon the 
basis on which the renewal reserve is established. As previously pointed 
out in our comments on renewal reserves, it is the established polloy of the 
Commission to maintain the works and keep each and every portion of the system 
in ® condition to operate in accordance with the requirements of economical 
production, which is considered to be ebout 78% as good as new. As far as we 
@an learn it would appear Crile ssion has strictly adhered te this 
poliey; and that all works operated by it are kept up to at least this 
standard of efficiency. We believe that many of the plants are kept above 
this standard and on the whole it may be stated that the condition of abl 
plants visited by us has been excellent, and much oredit is due the operat ing 
department whose duty it tg te see that the stendard of efficteng is main- 
tained, 
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The various elements elantinw into the aost of power supplied by 
the Coomteaion to contracting municipal corporations as set forth in Section 23 
of The Power Commission Act have been commented upon in the preceding sections, 
The duty of adjusting and apportioning these several items of cost amongst the 
municipal corporations comprising the different "Systems", in order that each 
may bear its dunt proportion, is gast by the Act upon the Commission from which 
there is no appoal., What is termed the "cost" of power in the first part of 
Section 25 of the act is the original cost to the Commission at the point of 
production, or generation, Sugh sost of power consumed by all municipal sor- 
porations, in a system narhag Qs) (wal zeankea rule the same source, is without 
diteioulty apportionable anonget the mun teh pe corporations, employing the amount 
of Aig pied to each as a basis. This basis can also be applied to deter 
mine the proportions of other elements of “oost" or anrmal payments to be made 
in addition to original "cost". ©The proportions of ammal payments to be made 
by a aten, on interest and sinking fund account in connection with the cost of 
transmission lines, transformer stations, and so forth, necessarily vary amongst 
the municipal corporations in the system, so that although each may pay for ite 


power "at cost", the co h must gig peg fom: J ve aren tex in some than in others, 


The relative ontetting of the constituent items of the cost of 


power has been dealt with a our. tring ent itied "Cost of Money Advanced to the 
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Hydro-Zleotrie Power Comminaion by the Rrovinee of Ontario". In that report 
will be found tables showing the percentage ratio of the various items entering 
into the dost of power for the year ending October lst, 1921, the "Systems" 
being considered under we headings: , 

(a). Systems in which all or the greater portion of the power is 

-- gupplied by a generating plant, part of the works of the system. 

(b) Systems in which the power is purchased from outside sources. 


For convenience of reference these tables are here repeated: 


(a). Syster 


ee ne 


Eugenia Muskoka 


leer bervekased 
Interest 


General Expense 
Contingencies 
Surplus 


Note: ve In 1921 Cameron Falis Development in the Thunder Bay 
se System had only two generators in operation and con- 
struction work was still wnder way, No renewals, con~ . 
tingencies or sinking fund charges had beon applied in 
that time. As soon as these charges are applied the 
effeot will be to reduce the ratio that interest 
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“bears to the whole cost, snd the figure of 78% given 
may then be cons iderably reduceds ti 


* - These three systems have an diepnetunie of power and 
all purchase power from the Orillia plant, but each 
has its own generating plant as welle 


interest Saceg SROeaieag sig ents ool Tages (not egg 


Note: = Niegera system in 1921 did not include the group of 
ace, eK generating plants at Niagara and was shown in the 
books of the Commission as a purchaser of powers 


£ Tn group (b) the item “Power Purchased" forms a large percentage 
of the total et of power. In the Niagara System this amounts to 55296 per 
cents, The Ontario Power Company and The Toronto Power Company being considered 
as entities distinct from the Coumission and vendors of power to the Commission. 
When consideration is given to the fact that these companies are controlied and 
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operated by the Commission, it becomes apparent that the item of 55.96 per cent., 
es fares the Commission is concerned, is divisible into the component parte of 
the cost. of power to these companies and that if so divided, the percentages for 


interest, renewals, sinking fund and 80 forth would be inereased, ‘The roe- 


lationship of the charges enterin 


y into the cost of power from the combined 
operation of the Queenston-Chippawa Power Development, The Ontario Fower Company 
and fhe Toronto Power Company is: ss sceneeviaea by the following table: — 


‘atone of fy eb acai of The Ontario Power Company 
- fhe Zoronto Power Company, including Toronto Steam Plant (not operat ing}, 
and the _Sueenston-Chippawa Power Development | , 


Interest 
Operation 
Sinking Fand 


sontadieemw pa | 2.80 | BeAt gs yi eeGA......... 2.80 
Taxes and Insurance 2.41 — 2.0 — 2.28 1.98 
Hank exchange, bond | | ee aera | 

discount, eto. eo eee 0.97 0,85 
2.6.6 gharges on No, 16 

anlt, O.P Cp. ae . 

interest 6; sinking | | 

fund 1.84; depre- _ | - 

‘siation 0.88% on 08 | 0. 05 “sat ail 0.04 


Totes * Sinking Fund deferred on the ‘Geoenston-Chippame piant 


The most important element and the main governing factor in the 
cost of power is undoubtedly the enmal charge for interest on capital investment, 
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which in the table alvin above amounts to about 70% of the total. When 


to interest charges are added payments on sinking fand and renewal reserve 


accounts, the relative peroentage to the total cost amounts to about 65%, 
This ‘fact cannot be ‘too. ‘strongly impressed upon all concerned with the fature 
of the undertakings of the Commissions it should ever be kept in view when 
expenditures are being made or are contemplated for power developments, and 
every effort made to keep construction costs as low as possible, having due — 
regard to , proper and effective design and workmanship. Hach ten dollar ae 
erease in the. capital cost. per horse-power of a power development of the 
Commission, entails a subatantial inerease in the ammual cost per horse-power 
of all energy supplied from such development. We have previously drawn 
attention to the fixed rate of interest of four per cent, per annum which 
prevailed under The Power Comm}: 
1915 to which effect was not given until 1917 - Comment has also been directed 


1 dod until he amendment to the At in 


to the thirty-year sinking fund basis provided by the Act and to the stamlard 
renewal rates adopted by the Commission. Prior to 1917, assuming oapital ex- 
penditure » was properly estimated and was kept within’ the estimates, it was a - 
simple matter to ‘forecast the cost of power, because the main elements of | 
‘such cost | were ‘definitely ‘predetermined. fhe changes in the rate of interest 
payable by the Commission to the Province, and by muniolpal corporations to 
"the Gomaiss ion upon ‘oapital expenditures to meet advances by the Province 
subsequent to October Sist, 1914, effected by statutory amendments made in 
1915 and 1918, and dealt with fully in our report on the "Cost of Money Advan- 
ged to the Hydro-Hlectric Power Commission by the Province of Ontario", 
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rendered it somewhat nore lng aaioh to determine in advance the cost of power 
to manteipsl corporations entering or proposing to enter into contracts with 


the Commission for a mpply of power. 


The Commission, has, however, had gonsiderable latitude in geveral 
scvatuiakbas respeots. there is no definite restriction regarding renewal 
a and as pointed out, it has greatly reduced ite renewal reserves the reby 
making substantial veduet ions in the gost of power, It has fixed at will, the 
amount oredited ~ cont ingenoy reserves until now many of these reserves are, 


in our opinion, ann $00 mmali. In the establishment of sinking fan the 


Comission appears bi have assumed authority under the terms of the ‘Niagara 
Crem >the yrNrhahone of The Power Comuals~ 


Development Acts, to ~ h ) 
sion Agt and has @reatly exterd tite period of repayment the reby decreasing 


the sumal | charges entering into the cost of power. 


For the purpose of illustrating in concrete form the component 
parts of the cost of power charged to a mmicipal corporation which has en- 
tered into a contract with the Commission for a supply of electrical power or 
energy, and to exhibit s comparison of the total cost to each of two maniciq | 
palities of the same aystem at different distances from the source of supply, 
our Accountants, under instructions, have prepared charts which, with comments 
thereon, are included im their report "General Accounting System", 


ae The chart inserted as page a8 of this report gives a graphic 
yeorecentation of the various elements entering into the gost of power to the 


muni¢ipal corporation of the Town of Géderich in the Niagara System for the 
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year anh iaig Ostober Slst, 4921, The chart forming page 89, exhibits a 
Compatison between the gost of power chargeable respectively to the minio- 
ipal corporations of Niagara ¥alis and Windsor, the two furthest distant 
from one smother in the Niagara System, we 


~ the omen soon has adopted the convenient practice of fixing 

for each mmicipal eorporation, fer portions or all of each year, an estimated 
ost per horse-power to be paid. Aecounts are rendered for each month of the 
year on the basis of such estimated cort. At the expiration of the. fiseal | = 
year, the actual sost of such power, as determined hy the Comnl sston, ts” aa | 
justed and apport toned by the Commission amongst the several manictpal eoxpor— 
ations of the diferent syptoge | 
“por the secaracy of the Commission's estimated eost or upon mm. Sotindiods 


e a Yhirtoenth pill" rendered, 


: cost being greater or less aun the ainel ly determined sotual gost, the 
“thirtoonta: bill” may show no valance due either way, or a balance in ¢gavour > 


of or against 


the municipal somporation, if there be a balance in favour of 
the Coxporat ob, interest thereon at the rate of four per oentt. per annum is 


allowed it ‘by the Commiss {on until the balanes ls exhausted ¥ mareing againgt 


it achseqrert Power bis, and if the balance be against the Goxperation, in- 
terest thereon until paid at the vate of seven per cont. per anzum is charged 
by the Comat ssi on. F ween i in bad age of power bills ingurred during the tire 
three yeare-in whieh & mimtotpal dorporat ion receives power fren the Commission, 


there is ng authority for the de forment of payment of ppeer bine, and it is 
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CONDUIT AND CABLE SYSTEM AND 
12,000 VOLT CONNECTING LINES, ETC. 


NIAGARA TRANSFORMER STATION 
12 OO0VOLT EQUIPMENT 


NIAGARA TRANSFORMER STATION 
0,000 VOLT EQUIPMENT 


W000 POLE LINES- NIAGARA TRANSFORMER 
STA.TO NIAGARA FALLS MUNICIPAL STA. 


NIAGARA FALLS MUNICIPAL STATION 


RIGHT-OF-WAY AND STEELTOWER LINES 
SECTION A - NIAGARA TO DUNDAS 
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14.34 rea COST PER H.P. 


AO} I. rea DEDUCT DIFFERENCE ON ACCOUNT OF 
DEFERRED SINKING FUND CHARGES 


|4.24129.77] Cost PER Horse Power AS DETERMINED BY ANNUAL ADJUSTMENT FOR YEAR ENDING OCTOBER 3|ST. a 
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the duty of the Commission to insist upon prompt payment of power accounts 
by municipal dorporations, which duty, as will be seen by perusal of our 
reports upon several of the systems, was not fulfilled. Many outstanding 
accounts of this nature have, however, been wiped out, as has been herein- 
before indicated, by credits to mmicipal corporations of amounts transferred 


from renewal reservess 


In the course of cur inquiry a number of those appearing before 


foo 2 De Vani tons flat rate for power through- 


us have eavocated the esta Bl is 


out the Frovinees others agetn have expressed strong opposition to the . 
proposal. at is sews only 4 revolutionary subject, but a very large subject, 
and we should not venture to miaice any vecommendati ons in respect of it without 
going into as mach further than we have and giving it very full consideration. 
rary who support the propoan), uree that as the right to use the water belongs 
te the Prerines as a whole it should be sold to all alixe. It is, of eourse, 
at the present time, sold te all alike at the point where it is produced. 

the feet that some have to pay a larger price than others for power produced 
at the seme point is due to the cost of transmitting it. Goal is sold st the 
game price at the mines, but the cost of eonveying it from the mines to the 


consumers varies very greatly. 
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The supporters of a flat rate quote the practice followed by 
the Post Office, which delivers a letter ten miles away from the point where 
it is posted at the suse price as it delivers a letter to a point thousands 
of miles away, They perhaps overlook the fact that for parcel post the rate 
charged varies with the distance that the parsel is to be carried. In the 
cage of railroads, freight and passenger rates both vary as to distance, 

This is also the case, to a large extent, with the telegraph system. On the 
other hand, the additional cost of grades and outs on a railroad are not 
taken into consideration when fixing the rates, which are just as low on 
that portion of a railroad where construction costs have been high as on 
that part built at mich less t) Pp pre is no doubt that in the larger 
eentres and in those points wear ths place where the power is developed, 
there would be strong opposition to a flat rate. <A flat rate would raise 
the cost of power in sush centres as Toronto, Hamilton, Niagara and Ottawa, 
It would also be necessary to make a readjustment of the interest which 
minicipalities now have in the undertakings of the Commission, although 


this interest now amounts to leas than two per cent. of the cost. 


Instances have been brought to our attention where mmicipal- 
ities at an equal distance from Niagara, have been put, some on the Niagara 
System, and some on another syatem where the rates are much higher. It is 
not umatural that the municipalities that have to pay the higher rates, 
object to being put at a disadvantage with municipalities a few miles away 


which consume no more power, but which are put on a system where power is 
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gheaper, This is a difficalt matter to deal with and has to be left with 
the Commission to work out in the most equitable ways 


In paying half the cost of rural lines, the Legislature haw 
gone a certain distance in the direction of a flat rate. ‘the question of 
"water rentals" also has a hearing on this subject and ig dealt with in a 
later part of this report. The whole question resolves itself into one far 
consideration by the Government and the Legislature. 


COPY 


Bak WT won. Fa had ba dks epyye ey ce 
sey Haw see nae “waded: bitin urine recta i a santo seared teh 


uy si oe ; 


ye i ra a ip ag . 


senate ve ak 4 “ted th oe 
taal iH m2 ton wie we isk Wen hy at As are 
ten sed ine waa Kei is wb a i ye fit inne : co | 
wilt a8 8 eons fa ate smart pina 

NR) Be. Naess 2! ee 


Mae tmp! a Aw Aenea og. vf “chines a 


/ af eth A 


to hia ‘vhs is wad re 


wes y) rae} al et Wits el 
. a Me, 1 web iin nb oa a manag tia en eee me 
ey cet hay ‘ahs Ca 

eye we t hve m2 ww aves wea Co “asaatanats* 


higgt #7 ets ato bp wi ee Agni me shh ie 
" jvonwesi ee ee ie se st wipe 
ie ah, ashe ce sen ood ane notre 

2 eee toe vay. wes en “ot ta 4 pe raen sett 
‘wot we wae @ eg Daal tsa tbe mg : ee 


oer ee ton oe Aude vot er a oe poe ‘acon ae 
, ’, e " 7" / i, : Ca 4 ‘i f : 
' bd ies zB! i 


ff 4 F ea 
sit 
* f 
} 
on 
Be 
’ 
A 
4 i 
; Pe 
‘ ’ A a 
‘ i vr 


Hypro-Ecectric Inquiry Commission 


Copy FOR ENCLOSURE TO 
93 


u Dwo distinct, but in a measure Lenenciilnted. Glasses of estimates 
in connect ion with the operations of the Commission have been the subject of 
invest igation by us. The two classes are: 

(a) fhose estimates made by the Commission of the capital cost 
of works to be operated by the Commissions 

(b>) The estimates made by the Commission of the price which will 
be payable ammally by newly incoming mimicipal corporations 
to the com’ eaten for balan power or energy supplied 


under contracts, gu¢h ye the total anmusl cost of 
such power to the Cond lee. Y 


“@he total cost of power being largely governed, as we have in- 


dicated in preceding sections, by the capital investment, the accuracy and 
value of estimates of class (b), of course, depends in a large measure upon 
those of olass (a) being correct and reliable. Another factor to be considered 
in estimating te annual cost of power in any particular oase is the accuracy 
of the estimate of the amount of power that will be required, It will readily 
be realized that if the quantity of power consumed by a mmicipal corporation 
be greater or less than its estimated requirements, there will be a corres- 
ponding variation in the price payable for power, because to arrive at the 
estimated Gost per horse-power the proportion of fixed charges and other 
nicipal corporation te divided by the 


elements of costs apportioned to any mm 


number of horse~power estimated to be required, 
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. In oar reports upon the various systems and other undertakings 
of the Commission, we have dealt with certain estimates of both classes insofar 
as they relate to these individual undertakings. Wany estimates prepared by 
the Geant 


ssion have not been investigated by us, but those of both classes re- 
lating to the larger undertakings of the Commission have been examined and — 
considered by our Consulting Ingineer, accountants and ourselves, and our 


conclusions in respect of several are summarized in the following seations, 


our weyers Cd rein Report on Thunder Bay ayaten" relates 
the sineunstances under which the deigped development to serve the Cities of 
Port arthur and Fort William was undertaken. fhe municipal corporations of 
these ities entered into nErseant s with the Commission under which they assumed 
Liability tor the ost of works to supply them with electrical power or energy. 
The representatives of the Commission, during negotiations with the municipal 
corporations which resulted in the agreonents, end in public discussion, had 
ennouneed saat a water power privilege at Deg Lake wonhd: be utilized and the 
power a a developed re at an ont imated capital gost of $5,000,000,90,. 
The Deg Lake Development was net proceeded with, bat without consulting the mint 
oipal corporations interested and in total disregard of additional eeeenekne, \ 
burdens to be east upon such minicipalities, the Commission commenced the son \ 
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struction of a mch larger power plant at Cameron Falls on the Mipigon Hiver, the — 
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outlet of Lake Nipigon. fo October Slet, 1922, the expenditures by the Com 
mission in connection with the cost of the Nipigon Development (Thunder Bay 
System) amounted to $6,642,770,15 and the Chief Engineer of the Commission. 

has estimated the additional capital expenditure required to complete the 
development at $6,357 ,229.87, making a total capital investment of $13 ,000 ,000,00 
or over four times the estimated cost of the Dog Lake Development, While it 

is highly probeble that Cameron Falls was the better site for the development 
this does not justify the lack of franimess on the part of the Gommission 

in ite dealings with the municipalities, 


‘The manner in which the work on the Cameron falls plant was 
accomplished and the economy or otherwise in expenditures we have not an. 
opportunity of ene 2) iy? eis mo Opinion thereon, but our ine 
qairies have disclosed the fact that the expenditure of a sum a0 greatly in 
excess of that stated to the municipal secomeetianne which were assuming 


liability eens» as being necessary, has occasioned great dissatisfaction 


and has placed upon the inhesdeemael a burden never sonigeephatet by the Government. 


Phis bandon has been 


ar ally inoreasing and will gant ime to. do a0, until 
the Commission is able to find custome rs for the ‘power available. - The 
minioipal corporat ion of Port Arthar has refused to pay Mat cost" for the 
yore supplied to it and the Commission has been unable to pay to the Province 
interest upon advances, the arrears of which to the end of 1923 we are in 


formed ¢ amounted to eee ging As stated in our report we have no doubt 


that this development | will « rentushly | be able to pay ite ways 
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48 Will be seen by cur report relating to the above combined 
railway ayaton acquired and operated by the Commission on behalf of a group 
of mnicipalities, the higremencimagen expended on rehabilitetion up to Ostober 
Slist, 1922, the aura of § 12,054, 258,59, not inoluding the amount of $55,051.19 
expended sad ‘that date upon constract ion material mpt then wats The estimate 
prepared - the ‘Comision, aur ‘gubmitted to the mntetpalities interested 


and to the Government of the cost of take rehabilitation, was (895,580.00. 


: fhe exeess expenditure over estimated cost, was, therefore, 
$140,658.39 and apparently part of this amount was expended prior to any 
suthority having been given to the Comission to expend on rehabilitation 
more thas the shave ches, re) die “& 900,000.00 of its bonds, which had 
beon guarantesd by the Provinges Aa over-run of sf in work of this nature 


ie not. an unsual occurrence ag there : are 


sing mea? mniiawinbitt dae 


; of rehabilitation in: our report entitied 
"Report ¢ on Guelph Radial Batimy", we show that in a report prepared by the 


engineers of the Coma! ssion in Hovenber, 1919, ‘the estimated exponditare ree 


quired. for yehabs Litat Lon was placed at ¢197 {0005 The eetual expunditars for 
Shis purpose up to damuary 3list, 1923, amounted to approximately $265,700 so 
that the actual cost at that date exceeded. the estimate by approximately $68,700 
or 35s While there is no doubt that in rehabilitating the railway, the Com 
mission put the rosa in excellent shape resulting in a greap improvement in both 


venk-ined. and eectnaent, the Sas inevenne in cost thas added considerably to 
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add to the deficit which has accumlated, 


ying charges of the undertaking and these costs mist necessarily 


The Eugenia System. includes @ large development plant at Hugenia 
Falls whisk was eonstracted by the ‘Gormission to serve this system, We have 
not had an opportunity of investigating the estimates gosts of this work, 
but it was stated by witnesses appearing before us that the manner in which the 
Commission carried on the construction of certain of its transmission lines was 
very costly and that the work eould have been carried out mich more economically 
by the pererven themselves, The woiesnaibte is an extract from our report 


a sivoeuy system: 


| "Yr, Lagate's sal? Oe: uu that might be effected if 


the wurk of erecting transmission lines were done under the 
supervision of local engineers was vigorously disputed by the 
representatives of the Commission, and we did not go into the 
matter at sufficient length to justify as in making any findings 
on the particular questions at iasue. In the construction of 
transmission lines there should always be full and cordial co- 
operation petween the Comalsaion and the several municipal sor- 
-porations interested. In cases where the Commission finds that 
the work of constract ing tramamiasion lines oan dene efficiently 
. L eo y by local engineers and their gangs, it would seem 

to be | a Wise policy to let them do the work under the direction of 
the Commi aston. i¢ this were done the municipalities would have 
mo ground for complaints as to gosts, such as were made before us, 
and it would soon be known whether or not the statements made by 
ix, Legate were well founded,” 


pment plant losated at High Falls on the Mississippi 
‘ission during the post-war period.  duthority 


River was constructed by the Com 


to proceed with this work was obtained from the Government on the basis of a 
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Letter dated June 26th, 1918, addressed to Sir William Hearst, by the Chairman 
of the Commission in which is contained the following information regarding 
the estimated cost of the High Falls Development: 
“he work contemplated consists of the complete development of 
the High Falls for 5,900 horse-power, and 22 miles of high 
tension line to Perth at a total estimated cost of $340,000," 
Oar report on the ideas ays cen shows that the investment in the 

High Falls b hivehiveed as at October Slat, 1922, amounted to $696,055. ‘The 
actual cost of this work, therefore, exceeded the estimate for it and the high 
tension line by more than silt | 


There is no “record of the Gomi sat on ever having advised the 


Ge Ge} q Be Yoooses, nay is there any record of 


the Government having questioned the excess expenditures 


Goverment that its est im 


‘fhe importance to manicipal corporations in the system of the 
mnditure upon the High Falla ‘plant will be realized when it is con- 


sidered that the rated capacity of the plant is 2800 horse-powor and that an 
excess Of cost of ¥356,000 represents an increase of capital cost per horse- 
power of over $127.00, and am increase in the ammel cost of power at the 


point of generation of about 910.00 per horse-power, 


HS _ In our ryport on The Ontario Power Company of Niagara Falls de- 
tailed reference is made to the estimated cost and actual cost of the construc- 
tion of the Third Pipe Line which was undertaken by the Commission during the 
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years 1918 and 1919, In that report, we show, thet, eccording to the Mimtes 
of the meeting of the directors of The Ontario Power Company’ held on siaaiubaiaad 


a cen eine eR ROM ON Arte re AiR EIR MEET ETO SE ICPEMA SHON IET MPO TEIN SHIR SIRE SE SOSEBEN CHERRY 


20th, 1917, the Chief Ingineer submitted a report which stated that ean ‘iqatinated 


expenditure of $1,806,000 in the construction of a wood stave pipe Line would 


MPRA ARH ory 


oo nee smenncimtnsaincs 


provide an additional 60,000 horee~power. Teonstraat ion. work was ‘begun’ any 
in 1918 and completed in the spring of 1919, The total cost of the work was 
$3 ,514,676.62, or an increase over the ost imated cost of almost Log, 
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We net cut in the report above vedunred to a series of Furie 
reasons given by ihe engineers of the Commission for the cause of the Snavensed 
expendtraxes In our analysis we point out that the original exztimate was made 
pefore any detailed study of the senieut head been made. We further show that 
the great difference ped Lb baXi eost and the actual cost was not 
alone due to changes in, and additions to, the design or to additions and con- | 
tingencies that it was impossible to foresee or provide for, but to a large 


extent to the omission of important items and failure to provide for conditions 


and contingencies which shouhd have been taken into account. As we state in ( 


car report: “Zhere was no study of the cost such as would have been made by a 


contractor tendering to construct the work for a lump sum", We also show in 


our report, the percentage of overrun for the main items of the work, Amongst \ 
%, 


these items is one in respect of ‘engineering expenses and interest which to- 
gether amount to over $240,000, and which were entirely omitted from the 
estimates submittede 


v authority of an Order~in-Council dated February 6th, 1918, 


the Cianinatin: ‘Wabetuad a loan tines the Bank of Montreal of 1,250,000 to meet 
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in a part the gost of vals wr Samia’ (of apphyis 
apace: funds to complete | the work, the, Comission, 88 pointed out in. our report 


ying to the Government for addi- 


Ne EPTFE ORE IIT NATIT wenere reemeretiors 


“on the Central Ontario ‘Syston 1 and again in our report..on- The Ontario Power. 


i Ren SE NP 


Pe eetcnrenigncinner pence 


Company. of Niagara, falls, ard, sl aka ag. #A,700, 900, Which had been. voted by 


Ign t= OATET AES ASOT PAU AMEEN SE ITOTEESRLTEF dante 


the ee ee for eonstruction of Works. w the. idiaitand Pager ie sid ahi and which 
was neld ty. the ‘Gow 


mission as the agent of. ‘the, Goverment, for. this. purpose, to 


complete, ‘the. ‘construction. of the Shira Pipe Line, nid Ia “ 


STEADY TET IE AHIR Het 


iition to displaying — 
baidishe did incorrect ‘caret ndiak ot the cost of ‘ak work and want of candour 
in not informing the Goverment of the actual cost when it was in a position 
to ascertain same, the Commission committed an entirely unwarranted act in 


diverting, for thia work, funds voted by the Hagislabare for other purposes 


a. _COPY. 


said: ; of all features of this Development is given 


in our report thereon submitted to Your Honour, Im our investigations into 
this undertaking and our report thereon, special attention was paid to what we 
considered a prominent, and very important, feature of the Development, namely, 
the estimates of costs prepared, at different stages of the work, by or for the 
Commission and its course of procedure in respect thereof. We shall not here 
make any extended comments upon the subject #o fully dealt with in the report 
mentioned, but desire to briefly summarize the conclusions reached by us» 


“After making due allowance for the magnitude and unique character 
of the work designed and carried out, and the very difficult war and after war 
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conditions ‘prevailing at that time, our investigations have led us to the oon~ | 
clusion that the Gomnission and its engincers, in preparing the S eebaal oe » Were ! 
far too optimistic, and that the estimates were in many respects strikingly in- q \ 
adequate, The memagemeut of the work of coustruction should never have been | | 


left. in the hats of engineers already overburlened with other work, and without 
that wide experience in construction work of great magnitude that would have 


justified the Commission in placing the management in their handas_ 


Mot only were the estimates, which were from time to time pre- 
‘ pared and submitted or intimated to the Coverument, based. upon wmiit costs which 


were far toe ‘lew for certain important parte ‘of the work, but they were alee 
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correction of previous es ¢ work. progressed, and ‘actual costs had 
been ascertained, “pat the Comission pers isted in holding to ite original 


estimates in many partioulars, and in informing the Goveruent on different ree 
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qooastons that ‘the ‘estimated cost. woald—not be be excesded, “WS thé end OF the 
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year ‘1919, the highest estimate acknowledged by the Commission and submitted 
to the Goverment for the work then contemplated was 24,000,000 to $25,000,000 
which cost @id not include the intake, the addition of which would bring the 
cost to between $26,000,000 and 927,000,000. arly in 1920 the Chief Engineer 
of the Commission informed Mr, Cla: 
of the accounts of the Commission for the fiscal year ending October Sl1st, 
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eed ng ah mm, the maatt of & by tee of Mr, Stuart and ir, Kerbaugh, the cost \ 
was fixed at about $50, 000, 000, a further inorease of $10,000,000, The aotual | 
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#7 ,000,,000 is accounted for hd reason of increased quantities and changes in 
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acinowledge the mistakes that hed woo made had the effect of ent irely misleading 
the Goverment, for | as pointed oat, the Commission continued to weulain to 

the ond of 1919 that te original estimate submitted ¥,, it to the Governnent 


was | ent irely adequate. 


It is quite olear that the estimate for this work submitted to 
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ee had. nes cont imied 30 long, It is watevheniee that the estimate was 


*, } of 
Se, tia ae, f 
ne, ‘ aa SHOR. y 
; * 
we. oe 
4 a baie § 
. yy * - he. + ~ 
gat % % Meat ‘ 
Dyn we a Se ie a 2 
: iy hy 
‘ 2 \ ~ 


. , ¥ 
mo "i 4 i i iy 1 ee 
es Pye 

. se j * 4 
aa a + 3 


(Pane edd etgmedcel 1K dae duand® aK to sxoges # Xo atasd ed? 


By ihva Shade AS 


Tastea nil 000 000,048 %o eeamssitt rodeo, a -000,,000,088.¢ ; 


nthe esha sat t= Hens bag, 


fe si Tov) Sey reyia eieg bivade 2 ad Pusch cts guedy, etn xo} 


ee na ol 


| ; metieted donntstt it edt te 00, 000, 218 visit ebb nan anees 

“ peteroy beetle he Balk oofe ow - Older 2 Puerco’ iw’ ‘tuto | . | di a“ ‘gia 

add "tb obek anor ad to «hi ama jade , toutdon ett ait guttaod freee at it ta 
wnt loxted at saigubad voted darittent, " “0 ine "wiih iid 


tig Laer 0% sis aboireg, sobtowe tenon: basi uted Belitoverg, Bole 


fendi Ce robam seed avad ofl Alive tore enne ot Am, tou Past maint rong. oFanpinl 
at eogrede bua vote tenanp “bowsoxaat Baud ponent ¥, 0% patemnees al 0046 r , | 
000, 000, 2 sarod ae Jane, os @ wed cof /aae etactttee. Gate D pt rat 

putes wh st aoe ore ow a anddfiela] ov pats : 6 Lottie geomte 


a an wcll: But ia hat & ay ye ee = 
ovat “bio Lastes 2 aor wore sed orm, LOD. Lappe Devece pi Tae 
¥ Labatt 4 guy i de Cl awe te 


we" abate: 


betas is oa brs ealmgoaet oF, euntter ‘haw setogsadio euotror yor ate oxo sxedten 
aathoole ts Morten Bi) soothe. eds bass ahem Swed had. hyn! Silene nt pe iwemaing 


oe tae te ont bout same 012g tamed edt ania ih wan re 
ERS LN Neha Ate Lyi 


gg hoe Hit ite!” ‘ster atts be btomites eid tad wants binr-0s)8 ae. bl ‘ibaa 
, Mas teore alt od bite satooqset ‘yank ‘ie dolce . 
uiaed ab eapoide bis told ttasnp bonaPtont to vedanel ids ix 
~xoo Yew ti neve edanitae eit behsenxe ‘eteigrat’ ead tac nied 
sow otemisas edd ner Sdaientoteew aiowt: “ent ‘ob Daideiie’ 


Hypro-ELectric Inquiry Commission 
Copy FOR ENCLOSURE TO 


not submitted to consulting engineers at the time that it was submitted to the 


Government, instead of being submitted to them years ufterwards, We have 
‘mo doubt that if it had been sulmitted to them at that time, its anadequacy 
and the extreme optimiam shown in its preparation would have been pointed cuts | 


‘the matters jaat reverred to are serious enough, but, as we have 
in continuing to use as a basis of conducting this work, the unsound and in- 


report, more serious still was the persistence of the Commission 


eorresct assumptions made im the original estimate, even though it must have 
known during the first year or two of the construction period that its expecta- 
We refer particularly to the mistake made in 
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Pais is a very striking example which shows the absolute necessity 
for estinates being prepared accurately, for incorrect estimates may not only 
be misleading as regards the question of finished cost, but inscqurate assump- 
tions made in such estimates may lead to a combination of circumstances bringing 


about excess costs of a totally unwarranted character. 


fh our "report on tho “Magara System, we commented upon the dis- 


ertennny wien the out imated pai agtaal cost of a trangemission line to the 
manicipality of Dumville. ‘She amounts involved were comparatively emali, 
but the difference between an estimated cost of 905,000 and an actual cost of 
965,000 warranted the citizens af Ruynyi pie in expressing dissatisfaction at 


0 
the action of the Commissidmy *~ * 


fhe inereased capital cost of the tranemission line increased 
greatly the cost of power to the Town of Dunnville, but the Commission appears 
to have been anything but frank with the tom. Im dealing with the matter of 
insreases, Mr, Jeffrey admits that the Town of Dunnville was never advised of a 
‘ghange that was made in plans which in itself largely increased the estimate 
submitted, Mr, Jeffrey says: 
"We figured at that time that the change in the line from the 
in type to the suspension type would cost approximately 
17,000 and that of course would increase the cost of the 
power to Dunnville, and I suppose we should have gone to 
Dannville and vé— intend $68 ‘the matter and told that we had to 


ghange the type of line and that would increase the cost of 
power to them.” 
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It. would appear, REN SDENS ¢ that Damiville had just cause for 
compaaint. Under the orieing? estimate, the rate was 927.50 per horse~power, 
It was, for 1922, $37.26. © It was mach higher mat the rate was lowered owing 
to the reduction in renewal rates in December, 1922, to which reference has” 
already been made. ‘This ease of the 5 eee ila by the own | 
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low estimates, and a high ‘gost as Gompared with ‘the estimates. eee 


That the mmicipalities in the Provinee should have placed 


implicit confidence in the abllity of the Commission is not strange, for every 


agsurance has been given COP. os ea of the Chairman of the. 
Commission and members of atatements and figures submitted 


by them can be accepted at all times at their face value. 


We quote hereunder a statement made by the Chairman of the Com- 
‘mission, as réported in the "Mail and Empire" of November 21st, 1907, This 
‘statement was made in the early days of the activities of the Commission and 
is typical of others that have appeared from time to time down to the present 
"I desire however, to point out and emphasize the fact that 
there is absolutely no risk, either to the Province or to 
the manicipalities, that the actual cost of power will exceed 
the amounts set forth in the by-laws, as no contract will be 


-- eutered into by tho Commission for the supplying of power 
until, from tenders received for the construction of the 
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trangmission lines, transformers and other appliances, 
the Commission has asogertained that the estimated cost of 
the work will not be srapenty: 

That the Chairman of the Comaiss ion once had & very high regard 
for the necessity of the Commiasion making accurate and reliable estimates is 
evidenced by his answer to a delegate at the meeting at Galt in July, 1906, when 
he was promoting the scheme. At this meeting he was asked what would happen 
should a mnisipality agcept the Commission's estimate and find afterwards 


that there ws. been a mistake he said: 


atte 


"tr thin we would have to appoint another Cemuisontne " 


In the case of Dumiville not only was the estimate wrong, but 
the Commission knowing it was wr 


. failed to disclose the matter until the 
town was irrevocably conmmbot O A oe 


hearing in the case of that mmioipslity and also because Mr, Joffreyts st 

ment, before quoted, ets forth in a few words what we believe to be the general 
attitude of the Comission in regard to estimates. Our investigetion has shown 
that estimates are a very Weak point in the administration of the Commission. 
Meny of the estimates submitted to both the Govermmont and the municipalities 


were apparently prepared without any sense of resporsibility on the part of the 
Gommission, and with the object of seouring authority to proceed with the work 
rather than to give to tho Govermuent or the municipalities a olear idea of 


probable costs 
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We have already pointed out that the price chargeable for power 
to manicipal corporations which have entered into contracts with the Commission 
for a supply is, to a large extent, dependent upon the fixed charges in connec 
tion with capital investment in works, consisting of proporticnate payments 
for interest, sinking fund and renewal reserves which together eften total as 
maoh as eighty-five per cent. of the “cost of power", payable by these miunici- 
pal corporations to the Commission. 


The clear intention of The Power Commission Act was, and still 


6 of 


is, anless amen mer 


mendment's , ia 0 yrefer later, indigate a chang 
intention, that the electors of any 


municipality contemplating san agreement 
with the Commission for a supply of power shall have full opportunity of 
ascertaining the price to be paid before voting upon a by-law authorising 

the execution of an agreement. ‘the Act provided s simple and well-defined 
method of prosedure, Any municipal corporation was privileged to apply to 
the Commission for a supply to it of electrical power or energy. The Commis- 
sion was thereupon required to farnish to the corporation a statement of the 
maximum cost per horse-power at which the power would be supplied at the 

point of development or of its delivery to the Commission, and an estimate 

of the cost of a transmission line. The Council of the corporation might then 
enter into a provisiona] contract with the Commission, which contract was not 


to be binding upon the corporation until a by-law approving the same had 
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received the assent of qualified electors. The estimates of the Commission 
‘Or a summary thereof and a copy of the provisional contract were required to be 
‘published With or to form part of the by-law. After assent of the @lectors to 


éxecution of the contract by the corporation and approval of the Lieutenant- 


Governor in Gouncil, the Commission was authorized to execute and carry out 
“the 6ovtract, and to do all acts necessary for that purpose. The Province 
‘and the Commission were declared to be free of any liability by reason of any 
‘error or omission in any estimates, plans or specifications prepared or fur= 


nished by the Commission. 


mis course of procedure still forms part of The Power Commission 
Act and is get forth in eotlo 1) $0 (6) inclusive, of Section 18. In 
wu, however, oe Sts an amendment to Section 16. The 
Aietory and. effect of this mcamedinars has been reviewed by our Legal Advisers 
tm a report +0 us on "Legislation Afteoting Power Undertakings ef the Hydro- 
Blestrio Power Commission of Ontario", whigh Mas ae transmitted by us to Your 
Konoar, T% aygears that a section of the Power Cain sei Act, 1909, was passed 
+0 meet special étrouatanees which had arisen in connection with the contract 
between the Commission and the Corporations of Toronto, Hamilton and other 
manteipalities for the supply of power from Niagara Falls. The object in view 
appears to have been to permit other municipal corporations in western Ontario, 
‘mot parties to the contract but the electors of which had voted favourably upon 
“@ question submitted to them pursuant to the Municipal smendment Act, 1905, as 
‘to the supply of electrical power from the Commission, to enter into contracts 
‘with the Commission im the form set forth in the schedule to the amending act, 


without submitting a by~law approving the same for the assent of the electors. 
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In 1914, the section of the Act of 1909, redrafted into a form 
to make it of general application was added as Subsection (7) to Section 18 
of the general Act. ‘The intention of the Commission, if not of the Legislature, 
is absolutely clear in procuring the enactment of this Subsection (7). It 
provided a simpler and more effective procedure for validation of contracts 
with minicipal corporations, and avoided the necessity of publishing estimates 
of costs of power to them, It is not surprising that, as stated to us by Mr» 
Pope, ssaaiiuleinad £ of the pecan the gc onbene obo “re the polley of not 
publishing the eatimates with the by-laws on the advice of anita Although 
the Act relieved the Commission ‘from Liability ‘for all error or omissions in 
its estimates, the removal of ail causes of complaint on accomnt of errors 
or , omissions would comend (iting?) Ya lin’ Commission. It is, however, nein 
that there are two distinet courses of procedure in relation to contracts ter 
the supply of power $e menlatpe sorporat ions in The Power Commission Act, one 
of which has become obsolete from non-use. It is to be noted also that am the 
opinion of our bagel. Advisers, it is questionable if the method, now universally 


followed, is authorized. | 


Prom one point of view, it is immaterial whether or not the 
estimates of the ‘Cenetins Lem are brought to the knowledge af the electors of 
mmicipal corporations through publication thereof, as parts of by-laws, or 
as appears to be now emai done ig informa) and at time misleading or 
misunderatoot. atatenents wy offioors ef the Gommission. Formal contracts in 
which ‘the maximum cost ne ‘power at point of aedivexy to the Commission is 


fixed are open to amendments by the logialatare on. et pagte of the Commis s sion, 
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a8 was the contract of May, 1908, with mmicipal corporations of the Niagara 
System, when,by The Ontario Niagara Development Act of 1917, the provision 
in that contract determining the maximum gost as from nine to ten dpliars — 
per horse-power per annum according to the total quantity supplied, was 
amended and the ners villian ions were directed to pay the average cost 
to the Commission of power generated « or * purchased by it from plants ay 
Rages | Valls or its visinity. : 


. fhe statements made by the Chair 


mn of the Commission and quoted 
on pages 105. and 106 of this report, are far from being in accord with remlts, 
In our reports on all systems, we have included tables giving comparisons of 
estimates of cost of powet, ahomifeea iy the Commission to the mmicipalities, 
with the actual cost to the mnaihokpeAste'ns In a majority of the systems the 
actual cost has exceeded the estimated cost. In all but one of the manici- 
palities composing tho Rugenia System, the yearly average actusl cost, before 
giving effect to the reduction in renewal charges, exceeded the estimated 

gost in varying degrees ranging from 1% to 187%, © The actual cost to all 
manicipal corporations of the 3t. Lawrence System, before reducing renewal 
oharges, exceeded the estimated cost by from Blip to 141%, ‘the excess An the 
ease of the Thunder hey Syston was | greats In the Severn and Wasdell's y ere bene 


the excess was not as great | as in others, 1 bat vas | appreciable, 


. he situation of the mmicipal corporations in the Niagera System 
actual costs shows that about 50 of the mmicipalities in the system are 


receiving their power at a rate equal to, or less than, estimated cost and 
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about 50% are paying more than estimated cost. ‘the differences in this 
system are nak nearly 80 great, however , as those enoountered elsewhere and 
its situation in comparison with others may be ‘gonsidered a satisfactory one 


at mes © present ‘time. 


As before indicated, errors in estimates of the cost of power 
to a prospective customer may arise from a variety of causes, ohief among 


these may be mentioned errors ¢ i by incorrest estimates of capital cost 


of works, and incorrect assumptions with regard to the load that will be takens 
We have definitely demonstrated that the Commission has frequently made 
serious errors in its estimates of capital cost, and this has resulted in 


incorrect estimates being submitted to manicipalities eovering their oost of 


power, The second cause fdeo ely, that of incorrect assumption as 
to yewy loads, ‘4a Pai a mont important matters “We find that the Commission 
has again and again greatly overestimated the amount of power to ‘be taken by 


& manioipality, onl as the pow or “load vegalates ‘te a large extent the unit 


cost ‘per hor se=power, the manicipsl ities in many ‘gases have been ‘totally 


misled regarding ¢ the price that they would haye to pays 


fhe Commission has stated to us that one of the main reasons 
leading to the error made in Sone power loads, was on account of munioi— 


— being overoptinistic as to the amount of power they ‘gould constme» 


This in no way rei leves the lemntbaliu of responsibility in the matter, for 
the majority of municipalities throughout tntar io ‘now little of such matters, 


pa place entire reliance upon ‘the gaidance and judgment of the Commission © 
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and its CREL SIAN» We hehiave sa it is the duty of the Commission to see 
that its estimates to the municipalities are based wpen loads that may be 

de finitely expected to voaiaaaed when ey service is ineaheRiat, and in actual 
operat Lens cg is Little or no contort to & municipality to be told by the 
Commission, as many municipalities in Ontario have been told, that, if their 
load were three times as heen as it meta toy is, the cost of power to them 
would _ tad greater than the estimated mee Tt is the duty of the Com 
nd etioe ¥e 20e that ali minioipalities are ameke with frankly and supplied 


with astual facts, and not with: information waned ‘por mph conditions. 


After a thorough inepeat ion and examination of the several 
wenne of many of the works controlied and operated by the Commission, we came 
to the area that rm the design ond const raction of those erected by it 
or under its direction,’ the demdinaion had. in view as its main objective, 
the installation of pans and iy ha such character and efficiency that 
operating dirficulties would be reduced to a minimam and the gunned and 


usefulness of the works for an oxtended period assured. 


This wis forcibly impressed upon us in comparing the development 
warns at Rarnmey Falls with other plants in the Central Ontario district, whéch 
bet Yoon constructed by the company operating them prior to the purchase by 


the Province, ‘he comments on this subject of our Consulting Engineer, from 
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which we quote, express hia, as well as our, Views: 


"From @ comparison of conditions at the various sites, and 
making allowance for the difference in head and in the con- 
structional features, and for the dates of construction, it 
may be stated that the Kanney Falls plant could have been 
built at a somewhat amaller cost per horse-power than was 
actually the case. The Kanney Falls plant has features of 
design which undoubtedly are more expensive in capital cost 
than at many of the other plants. The reinforced concrete 
penstocks, She elaborate reinforced scroll eases for the 
turbines, and the reinforced concrete draft tubes, together 
with a number of the electrical features have all been designed 

. and constructed having in mind very high grade construction and 
high efficiency in operating conditions. ‘The poliey of the 
engineers of the Hydro-lilectric Power Commission apparently 
has been to develop this site for the maximum efficiency in 

_ Operation and to place in the plant every feature making for 
absence of operating difficulties and tending to long useful 
life, 


"The other plants oh See 


/fagt that the designers had 

primar ily in mind a detain -invested capital in the form 
of dividends, as well as s giving a good service to the customers 
served, 


sy nee open ell designed by a private 
oh th 


: "fhe above construction policy of the engineers of the Hydro- 
Electric Power Commission of Ontario seems also to have been 
applied in building the transformer stations and high tension 
transmission lines," 
fhe Janney fails Development, being part of the Central Ontario 
System, was, of course, a Provincial undertaking, for the cost of which no munt- 
Gipal corporations had assumed any liability and it was to be expected that, as 
is usual with undertakings distinctly of a pablic character in which no class 
of the commmity is particularly concerned, the same regard was not paid to 
capital cost as might have been paid, were conditions different, ‘The governing 
factor in this plant was the necessity of conserving to the fullest extent the 


water supply and mich expenditure was made to attain this end, 
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The design and construction of other works of the Commission 
and notably the queenston-Chippawa Power Development, display a nicety and per~ 
fection beyond criticism, fhe development works at Cameron falls, fhunder Bay 
System, are of the highest order. ‘the high standard set in the aforementioned 
cases Was not maintained to the same degree in the cases of the development at 
High Falls, Bugenia falls and Wasdeil's Falis, but even those compare favourably 
as to design and construction with plants of private corporations or others» 
In the rehabilitation of the Sandwich, Windsor and Amherstburg Railway, and the 
Windsor and Tecumseh Electric Railway, and the Guelph Hadial lailway, the work- 
manship and material were of the highest class and conducive to permanence and 
to facility of operation, 


No rocsonabid obfec}ipr of be made to the Commission providing 


works of a standard of efficiency and permanence not enployed elsewhere, but 
there is a point at which extra cost for elaborate design and workmanship becomes 


extravagance and is unjustifiable. 


fhe Commission has constracted practically all the more important 
development works with its own gonatruction staff, “We have, in former reports 
and partioularly in that upon the emexten-thippaws ‘Power Development, ex- 
pressed our opinion that the Province and contracting municipal corporations 
would be better served wore the Commission te devote its present organisation's 
time and energies to duties other than thease relating to construction work of 


magnitude. 
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In that part of our report on the Queenston-Chippawa Power 
Development desling with construction procedure and management, we have not 
_ adversely criticized the Commission for deciding to conduct directly, con- 
struction operations, As we have pointed out, it would have been impossible 
to obtain a firm bid from any contracting organization for doing this work, 
and had the work been let under any vinliat of contract other than the straight 
cost pane a percentage asin. the enormous increase in Laban and material 
costs during 1919 and 1920 might have resulted in financial ruin to the con- 
tractor, with the result that the Commission would have had to finish the 


work with its own force, We are, re, however, firmly of the opinion that having 


apt ose eee Sea 2a EITM rye 
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| decided to construct } the wore c Atuelty 1 She. Commission was seriously at fault 
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connection will be found in our detailed report on the cut iaa 
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Power Development, and it would be impossible at ‘this place to ahve even 


the briefest summary of the salient features» 


the foregoing review leads naturally to the question as to 
what procedure should be followed by the Commission in the future in reference 
to the method of constructing its works, There is mich te be said in favour 
of the view held by those in a position to know that public or semi-public 
work ig subject to inherent handicaps and difficulties almost impossible to 
overcome when construction is done on 4 force account basis, instead of on a 


Contract basis. Certainly this is so, when the work is not wider the manage~ 
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ment and control of men especially qualified in such matters. ven under 
normal conditions, circumstances may be such as to make it desirable and 
expedient that work be contnated on 3 force neous basis, but in such 

an event we believe that our yianumutas ond with reapesct to a separate 


construction organization would bring the best results. 


“Ginee the moneys necessery in the construction of large 
developments mast be advanced wy the Province, the interests of the Provinge 
mast be protected to the grenkeat extent possible. | thon there is moh to 
be said in favour of hay in future works constructed on a contract basise 
If this were done, the Govermant wonkd inow as nearly as possible when 
euthorizing a work what the cost would be. The Comission would then 


assume the role of meparvived, suepel the ‘agenay of ite engineering steff, 
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In order that ‘the Commission sieht pon funds to meet the cost 
of works cal other vont lays to be made by it in connect ion with the supply of 
‘electrical power or energy to municipal corporations and others, the original 
Power Commission bat of 1906 provided that the Lieuteminhtevannee in Council 
might from time to time raise by ty of loan in the mamer provided by the 

Provinetal leans aot such sums as the Lioutenant-Covernor in Council might 
deem m requisite ter the purposes of the Ast, and that such sums might be paid 
over to the Commission and (oye We adedanted for and audited in the manner 
provided with respect to the management of the public revenue and public 


accounts. 


This source of ‘supply of funds is atti available under the 
Act as at is at present, aad prior to 1916 was the sole source from which 
moneys gould be obtained for purposes of the Commission. In 1917, and sub- 
sequent years amendments to the act and the enactment of other Statutes 


authorized other means of financing the undertakings of the Commission, 


@he procedure laid down by the Act of 1906, and still applicable, 
has never been strictly followed. It has not been the practice for the 
Lieutenant-Governor in Council from time to time to raise by way of loan 
specific sums for the purposes of the Act and to pay such sums over to the 


Commission. Annual appropriations were voted by the Legislature for purposes 
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of the ast and. these have been drawn upon by the Commission as required, and 
paid out of funds ta the hands of the Province obtained from the proceeds of 
Provinotal losns for ponerel purposess Prior to 1917, the Commission furnished 
to the avaseauat a statement of the amount required for its purposes for the 
ensuing year without furmishing particulars of the amounts required for its 
different undertakings, and the sim asked for was voted by the Legislatare, — 
In 1917 and subsequent years when appropriations were voted, definite amounts 
were allocated to the several purpsses for which they were asked by the Commis- 
gion, The Ontario Niagara Development Act, 1916, shows the first departure 
from the original method of providing funds for any undertaking under the | 
control of the Dommission, and definitely provided that the cost of the works 


iggy or soquired under it shtald be met by appropriations by the Legis- 


In 1917, 1918 and 1920, pibebindta’ changes were made in the 
provisions of The Power Commigsion 4et relating to financial transactions 
of the Commission. Under the amending Acts of these years and under The 
Ontario Niagara Development Act, 1917, the Commission obtained greatly ex- 
tended ore and there was cust upon the Province responsibility and 
Liability, ‘Limited, not by the will and vote of the Legislature, but at the 
discretion of the “Leutenant-Governor in Council. By The Power Commission 
Ast, 1917, and by The Ontario ‘Niagara Development Act, 1917, the Commission 
patie authorized, ‘upon the mthority of the Lieutenant-Governor in Council, to 
issue bonds or other securities for any purpose within its jumisdiction, and 


to enter into any contract or agreement in connection with the acquisition of 
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any shares of any company and assume the obligations of such company, The 
Lieutenant-Governor in Council was authorized to guamantee the bonds and 
performance of the covenants of the Commission. 


| By The Power demaiesion sat, 1918, the Commission was paren Se 
upon the authority or the Lieutenant~Governor in Gounoil, to borrow money for 
its perpeses and, issue its bends, debentures and other securities therefor and 
the Lieutonant—Governor in Gounetl Was wtterinek to guarantee the repayment 
of Lents negotiated hy the Gemalssion from banks, or any other indettednesa 
incurred by the Commission to any extent. 


fhe Power Commisaion Ast of 1920 authorizes the Lieutenant-Governor 
in Gouneil to issue special hfrrjnfo) roy payment of moneys to the Commission 
where an an appropristicn male by the Legislature for any work of the Commission 
has deaame eahenstad in any fiseal year, and the Chai man ype that it is 
necessary and emotions int such wore shall bs proceeded with, and that an 


additional amount Ls required for that purpose» 


as has been previously stated by us this amendment of 1920 to 
The Power Commission Act was not expressly made applicable te works being con- 
structed under The Ontarlo Niagara Development Act, tut it was so applied and 
advances made for the Queenston 


-Chippawa Power Development which were not 
covered by appropriations voted by the Legislature. 


In effect, under present gonditions, appropriations voted by the 
Legislature for yarpeees of the Commission are no index of the amount thet will 
be expended by the Senin ns Set or advanted by the Provinee, nor of the liabilities 
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that will be assumed by the Commission and guaranteed by the Province in 

the current or ensuing fiseal year. the Legislature and the people of the 
Province mist rely on the assurances of the Commission that some day in some 
way Provincial advances will be repaid and Provincial liabilities released. 
Statutory amendments regarding the methods of obtaining funds for the purposes 
of the Commission have resalted in a very wide departure from the principle of 
legislative control of, and responsibility for, all expenditures of Provincial 


moneys.» 


Siotion 27 
AXPERDL TURES iy AiCRSS oF APEROPRIA TIONS 


Since 1917, oe ert et so of the Legislature have not been 


voted in a lump sum, wit have becu earmarked for specific works pursuant to 
estimates gabmitted by the Commission, It appears from the report of our 
Agcountants that the Comulssion hag never gousidered it a matter of special 
importance that the ammal expenditures on a specific work should not exceed 
the appropriations or the advanges in respect of the appropriations for the 

purposes of that work. For example, an apprepriation has been voted by the 
Legislature for the queens ton-Ghippawe Power Development in each year since 
1917, yet prior to 1922 the expendi tares made by the Commission for Queenston- 
Chippawa regularly exceeded the akvancen: “Fall details of the manner in which 
advances were exceeded may be obtained by referring to our report on the 
Queenston-Chippawa Power Development, but we would here point out certain of 
the outstanding facts in connection therewith. 
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Daring the five-year period ending October Jlst, 1921, the 
Province had advaneed in respect of appropriations, 953,040,674, and the dom- 
mission expended over 955,000,000 upon the Queenston-Chippawa Power Development. 
The balance of about $5,000,000 waa, in the words of Mr. Glaricson: 
"applied out of moneys advanced by the Province to the Com 
mission for the purpose of other systems to the extent of 
$4,806,215 and out of renewal and reserve funds belonging 
to the Niagara System to the extent of $171,475.00," 
As at October Slist, 1922, the advances totalled $61,278,545,00 
and the expenditures totalled $65,642,615,00. 


Although expenditures have exceeded advances in respect of appro~ 


priations for many other CC 28h CO the (ueonston-Chippawa Power 
Development has been used bes atriliustfation because it is being constracted 


under the provision of the Development Acts, or in other words The Ontario 
Niagara. Development Acts @f 1916 and 1917, which specifically provide that 
"the cost of the soustruction... of the works... shall be defrayed out of such 
money as may, from time to time, be appropriated by the Legislature for that 
purpose". . 


In our report upon ‘Qebavio Power Company, we have described 
the manner in which the Commigsicn financed the construction of the Third Pipe 
Line. ) No appropriation in respeat of this work was voted, but under athority 
of an Order-in-Counecil, a loan of $1,259,000 was obtained from the Bank of 
Montreal. The estimated cost was $1,806,000, the actual cost exceeded 
¥5,500,000, he Commission did not apply to the Legislature for any appropria~ 
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tion er to the Goverment for a guarantee of an additional loam. Im our 


report on The Ontario Power Soma, We a071 


"... there was lying im the hands of the Commiasion 
_ @1,700,000 which had been voted by the legislature for 
construction of works in the Central Ontario System and a 
which was held by the omission as the agent of the Govern- Le 
ment. Without any authority from the Government or the 
Legislature the Commission took this sum and used it to 
complete the construction of the third pipe line. ‘his 
was lager paid back oy of anid nag for the Niagara 
System,” 


wv 


This matter is referred to in several of lir. Clarkson’s reports i 
and we draw attention to his comment im our report entitled "lxamination of 
auditor's lieports for paarh@n 1916-1921, {nalusive’s in that report we state; 


w the Comission in 

‘Ontario, for works in ~~ 
systems operated by ft unter The Power Commission Act, , 
was wholly unwarranted, onl the Auditor was fully justi~ 
fied in bringing the matter year after year to the 

attention of the Government of the day.» The sction. 
taken by the Commission in diverting fimds was never 
approved by the Legislature." | 


"It is clear that the joy, te 
diverting funds wag tt 4 


Again in our lg on the Central Ontario ‘syatem, we point out 
that the money voted by the Legielatare for this system, was diverted by the 
Gonmission and expended, not on property directly purchased by the Province, La a 
pat on plants throughout Ontario that were constructed or acquired and were 
being operated by the Commission under the provisions of The Power Commission 


ABo- 


In his 1919 report, ur. Clarkson shows that for the fiseal year 
pie Phi es ontet r Slat, 1919, the Comission mane requisition upon, and obtained 
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from, the Province the whole of the moneys included in the estimate voted 
for that period, and that after expenditures of portions thereof for the 
specific purposes for which they were voted, there remained in its hands 4 
total of over g3 000,000 whioh it expended on other systems in excess of 


appropriations provided therefor. 


In the same report, Hr. Clarkson makes a statement which shows 
that the Commission was lax in not exercising definite control over expendi- 
tures, for he says: 

"It is apparent that the members of the Commission ~ of them- 
selves = were not fully seised of the extents by which appro- 
priations were being exeeeded or moneys being expended for 


purposes other than those for which appropriations had been 
asked, With the matter drawn to their attention, steps 


have been taken to c apy” within appropriations," 


Perhaps the most glaring instance of misappropriation of funds | 
is found in the action taken by the Commission when, in the year 1920, the 

gam of year inet ie which had been obtained for expenditures on systems | 
and ote! duly euthorixed. purposes, was expended by the Commission in Come o- 
tion with lydro-Hleotric dedial Gailways, for which no appropriations what sceyer 


had ever been made. 


During the period from 1918 to October lst, 1922, the Province 
advanced the Comission #0408, 695.27 for the Thunder Bay System, while during 
the sane period the Commission pan on this ayurtent $6,533 ,231.96 or 
¥1 4980, 566.51 less than the amount advanced by the Province, The difference 
yotwodst aneee tipi sung was used by the Commission without authority, and 
apparently without ie knowledge of the Government, on other undertakings in 


aeeer panties edz nd pehatond, bahar at "bo skodw ei? enelvord odd ,wox. 


GRR i OL I gS * ate mean 


wn etait teonest? uno ttz0q to neracthnngae seeks said _ photog ited 20% 


wohl Cohn hy ee MM) Wh Yo Dy Pe Se: 7" ah 


& ebeind evi al hos Leases orate sheter ev8% weds Aol sot eon og haat oh 


he a ee Bee a hatin 


to averxe al codec radze. ao ed ay dese 00 000,89 90, ie Letod | 


ah Ta ty vance. 
we | rotors Rouges stan 
| ERE ity age St UT auth ee PER ape iy, (ae 
awode de tilw snemetese 4 eda noosa 0 oo «tae caus vote AE ay 


Bbeevegare 00 toraoe ‘eetetres eainbecoes vis at sent eae soon to a said 
ph gia i be edt 10% 10 


mtu ta + watebigel orld %e wntien, old dust snihinees er gi” 
 atgges dol wl ativdve edt to benier giiwh aot eter 6 eevdag ie oe 

“02 Leteeque galed ayaa so hebeesae yxtod enew emoltabag | 
food bad enoltabsgerqgs dgice veh esosdtd: madd nile: eemogtegs 1 

ageta ,colsnetia utetd of mack toddem ett ag k¥ «devas 


Waar adele snaomai-ial TO ie ake: rere 


a itn dy ere ia ne anh Sie 
shut ky ralteryouyenta 20 vounat eat paiva toon ot ae 
ae ae oi ay” Re pi solid ae 
oxi? ,OKEL coer aut a 1 este otantmed wt w sie’ soktee a ‘Bawok al 
anata ye co cor Longe “or hesitate neod ft uoidw: 1000000, 2h 990 ie swe 


mpesinoe wh caieioced et ¥ tebe rx0 am aartotytesely box itodine vint eadto bina 
wer fa srolvatngonage ont apie wot sre ae brntoetineuig date molt 


it Gal: ab sit amy “aur 


soban 00d seve Sou 


ELMER So “the wig Inge tai i ie bo vill ae Rood a ad eee: 


PI ile tt 5 5 


PourVont ode SARE, sel vedossO er ober ‘sent: Donen edt aut hol ge a 


gatiod elfde [medwel yad soba edd sok HCD, Bd, Notes inmod oe Bocmavie 


to 88.088, 088,09 ameaye alii? mo bebueqie moteataned edt hotter owe.ede 


wacwrytn te oat serach dais eats we Sooasrha Seesrooma odd oe ry a £8,828 08%, £9 
Kiln! MARR Mag gr Bey ay BM, D eee 0M 3 

bes yettoadzae duoaiane sptaatenn? ot we boas eae ance ows gored neowted 

PES a Per, Cape rihiet? pekad pe a faith QE BARE: Wiss ST 

gir aeaatcet suhag nedleo no Suen eveD, ass ‘ha: be vers ott twodaae Utneroage 


voizaimMod Ysatuonl d18T23US-onayH 


Bat Mg aa , ae Ov 3mu20N943 207 Ya0D 


Hypro-Evectric Inquiry Commission 


Copy FOR ENCLOSURE TO 


excess of the santssmineid advanced therefor by the Province, ‘his diversion was 
only one of many, and shows how little control the Government had over the 
expenditures of the Coumission and how little regard the Commission paid to 
the special trusts upon which it received the MONnGYS » 


. The Commission hae mot only abilities nitiasansie mARNARS : from 
the. Erovinge, ims at hag, “employed its renewal and, ane resorve ‘taden on " ve \ pe oh 
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by the Commission” with the approval of the Goverment in 1918, It 1s not a 
system within the maaning | Cimaission Actes © @o qucte from the 
1921 report of Mr, Clarkson, at page 63: 


"Re October 51, 1920, the Commission had edvanced $149 ,515.68 
to the Essex Sy stem out of renewal and other reserve funds 
held by it to the credit of other power systems; in the fiseal 
year ending October 51, 1921, such advances were reduced by 
$22,375.54 Leaving & balance till ved as of date October Sl, 
1921, of e127 9A41 540" 


the renewal reserves of the Gomeizaien have also peen eupheyed 
from time +o tine in the emmatract Lon of the queenston-Chippawa Power Develop= 


ment. ° | 


We quote the gongluding paragraph of our yeport on the Severn 
Systems 


 “Ghe expenditures made by the Commission in purchase of the : 
properties of the Simcoe Railway & Power Company and upon 
extension of the Big Clute plant and for transmission lines 
do not appear to have been provided for by appropriations 
| Specifically made therefor or in general appropriations 
i thereto, and were presumably made from the" general 
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fund* of the Commission and moneys therein derived from 
‘sourées and for purposes unconnected with the Severn 

System. The diversion of funds in the hands of the Come 
mission for one purpose, from that to another is, in our 

i not ony wiwise, but also improper and unwarranted." 


Not only has the Commission frequently expended sams on specific 
works in excess of the advances in respect of appropriations therefor, either 
by way of employment of funds appropriated for other purposes or the reserve 
or other funds of the Commission not properly appjied on aspitel account » bat 
it has frequently incurred heavy expenditures in respect of works for which 
there Was not and never hed been any appropriation or advance by the Province, 
Ve have submitted a mrene: “Hydro-Electrié Radial Railways" 
which serves as an exeelient iulnstrat lon of the diversion of funds to 


manthorized expendi tures, 


fhe total diversion for Hydro-Electric Radial Railway purposes 
to the end of the fisenl year, 1922, wis approximately (1,109,000. Although 
this represented the greatest tiinatlon : mumerous other examples might be 
gited: $11,000 was disbursed to finance what ts properly kmown as the Hadtal 
Campaign prior to the anal municipal ele ations of January 1923; a very 
sonsiderable sum Was used in conne ot ton, with farming operations on land pur~ 


chased ved Hoong paspess of the meonston~Chippawa Power Development; the ase | Cr) 
' 
of Power initia tien fands temporar wearily in in the construction of the imdon and 
tcc 


Port paver Railway was absolutely unouthorized; and all the preliminary 
ee a ae 
expenses incurred in the purchase of “the Sandwich, Vindeor and amherstbarg 
ant 
Railway were met out of the General Fond of the Commission without a shadow | Neal w, 


of authority. 
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Special attention is directed to Exhibit ille to Iiitf, inelu- 
sive, of gn ly Waterhouse & Co.'s report entitled “General sanper’ on Inves- 
tigation of Finansial Agcounts”, dated Jamuary 26th, abe These exhibits 
show approprict tons, gash advances, SaPONRE ERT ORs the amounts over ar under- 
impound, and fonds barrewed from outside sources for each of the years from 
1918 to 1921, inolusive. In these Exhibits, the general practice of the 
Commission to employ funds appropriated by the Legislature for specific 
purposes on works other than in respect of which they were appropriated is 


elearly shown, — 


General 

The pragtice of the Commission in exceeding the Legislative 
apprepriations, diverting fone shops ry voted for one purpose and em- 
ploying them for another purpose, and using funds specially intended and 
voted for one purpose on wholly unauthorized work, shows a total disregard 
of its duties and obligetions. It has been claimed many times that war oon- 
ditions justified this practice. They did not justify it, but, as we have 
alesady pointed out in another report, diversions, in many instances, were 


made to @ greater extent after the war than during its progress. 


fhe Commission and especially the Chairman of the Commission 
has habitually shown an impatience of Statutory restraints and a disregard 
of Statutory obligations. [If the Government did not give the Commission what 
it wanted, when it wanted it, the Commission did not hesitate to use for such 


purposes as it saw fit, any moneys on which it could lay its hands, It has 
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In effect, the Legislature has encouraged the Commission in | 


gach practices for it has voted year after year funia sufficient to cover 


ae 


over~expenditures made by the Commission, without ésking it to account for! 


its unwarranted aetions. 
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